These  enterprises  move 
quickly,  adapt  intelligently 
and  create  advantage  in 
a  world  in  flux. 
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Confessions  of  the  World’s  Most  Demanding  CIOs 


I  see  change  in  Memph 
I  see  change  in  Beijing/ 


“At  FedEx,  customer  demand  fluctuates  on  a  global  scale.  To  manage 
that  change,  we  need  the  tools  to  oversee  a  worldwide  network  —  systems 
to  monitor  flights  to  over  200  countries,  and  track  nearly  6  million 
packages  a  day. 

“HP  prescribed  the  perfect  management  solution  using  HP  OpenView. 
Now  we  monitor  far-flung  data  centers  from  central  locations.  And  we 
can  boost  support  to  hotspots  before  problems  affect  customers. 

“Our  IT  personnel  are  prepared  for  sudden  spikes  in  demand.  And  that 
translates  into  a  higher  quality  customer  experience.  HP  really  delivered.’ 

-Robert  Carter,  CIO,  FedEx 

Make  change  work  for  you.  Visit  www.hp.com/adapt 


Solutions  for  the  adaptive  enterprise. 


Confessions  of  the  World’s  Most  Demanding  CIOs. 


“Reaching  children  with  goods  and  services  in  the  world’s  most 
challenging  environments  demands  adaptive  IT  systems  that  provide 
reliable  services  anywhere. 

“Using  HP’s  OpenView,  we  oversee  UNICEF’s  entire  IT  setup  in  158 
countries  and  240  locations.  Our  global  help  desk  provides  critical  IT 
services  and  business  support  24  hours  every  day. 

“UNICEF  partners  with  governments  to  keep  their  promises  to  each 
new  generation.  When  it  comes  to  protecting  children,  we  can’t 
afford  to  fail.  Neither  can  our  IT.” 

- Andre  Spatz,  CIO,  UNICEF 


Make  change  work  for  you.  Visi 


unicef 


Solutions  for  the  adaptive  enterprise. 
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Confessions  of  the  World’s  Most  Demanding  CIOs. 


“Change  is  easier  with 
someone  who  knows  it.” 


“As  a  leading  wireless  provider,  Vodafone  UK  faces  change  daily  — 
from  customers,  from  ourselves.  Two  years  ago,  we  envisioned  a  way 
to  deploy  a  whole  new  suite  of  services,  which  meant  we  had  to 
change  our  IT  significantly. 

“Building  on  different  platforms  and  management  systems,  HP 
helped  us  create  a  structure  that  combined  multiple  operating  platforms, 
applications  and  databases. 

“Now  our  groups  not  only  communicate  better,  but  collaborate 
effectively  to  deliver  a  wide  range  of  services,  and  add  to  them  regularly. 

“Today,  supported  by  an  integrated  partnership  with  HP,  Vodafone  UK 
prospers.  And  frankly,  we’ve  changed  how  we  work.” 


vodafone  uk 


-Chris  Burke ,  CTO,  Vodafone  UK 


Solutions  for  the  adaptive  enterprise. 
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COMPANIES  THAT  PUT  VOICE  ON  THE 
NETWORK  CHOOSE  THE  COMPANY 
THAT  BUILT  THE  NETWORK. 

When  voice  joins  data  on  a  secure  network,  some  remarkable  things  can  happen.  Instead  of  managing  different  flavors  of  PBX 
from  location  to  location,  you  can  handle  everything  from  one  place,  saving  time  and  money — not  to  mention  mileage  on  IT  staff 
shoes.  And  with  over  20  years  of  proven  networking  experience,  Cisco  has  become  the  standard  for  millions  of  voice  IP  users 
around  the  world.  It's  why  over  half  of  the  Global  500  have  chosen  Cisco  to  rethink  the  way  they  handle  voice.  And  their  business. 
Are  you  in  yet?  To  learn  how  Cisco  can  help  you  plan,  design  and  implement  an  end-to-end  IP  solution,  visit  cisco.com/go/ipcnow. 
NOW,  OVER  THREE  MILLION  PEOPLE  ARE  USING  CISCO  IP  PHONES. 


THIS  IS  THE  POWER  OF  THE  NETWORK.  HOW. 


Cisco  Systems 


©2004  Cisco  Systems,  Inc.  All  rights  reserved.  Cisco,  Cisco  Systems,  Cisco  IOS,  and  the  Cisco  Systems  logo  are  registered  trademarks 

or  trademarks  of  Cisco  Systems,  Inc.  and/or  its  affiliates  in  the  U.S.  and  certain  other  countries. 


ir-y.  r 


VOL.  17  •  NO.  21  •  AUGUST  15,  2004 


FROM  TOP  TO  BOTTOM: 


Michael  G.  Williams,  CIO, 
The  New  York  Times  Co. 


Marina  Levinson,  CIO, 
palmOne 

David  Zink,  CIO,  Blue  Cross  & 
Blue  Shield  of  Rhode  Island 


Mae  De  Vincentis,  CIO, 
Defense  Logistics  Agency 
Elliot  Schlanger,  CIO, 

City  of  Baltimore 


Features 


OVERVIEW 
The  Agile  100  I  44 

This  year’s  honorees  teach  us  how  to  marry  IT  agility  with  enter¬ 
prise  agility  in  order  to  move  quickly,  adapt  intelligently  and  cre¬ 
ate  advantage  in  a  rapidly  changing  world.  By  Edward  Prewitt 

PROFILE  I  DEFENSE  LOGISTICS  AGENCY 
Inside  an  Agile  Transformation  I  48 

How  centralized  IT  helps  get  supplies  into  the  hands  of  our 
military  around  the  world.  By  Stephanie  Overby 

I.T.  MANAGEMENT 

How  to  Build  an  Agile  IT  Department  I  58 

You  can’t  be  a  little  bit  agile.  You  can’t  be  agile  in  one  area  and  not 
in  another.  You  need  agility  in  staffing,  architecture,  budgeting, 
governance,  vendor  relations  and  programming.  And  if  that  sounds 
like  a  lot,  well,  it  is.  But  it’s  worth  it.  By  Meridith  Levinson 


SUPPLY  CHAIN 
The  Supple  Supply  Chain 


66 


MERGERS  AND  ACQUISITIONS 
Come  Together  Right  Now  I  75 

M&A  benefits  can  be  lost  if  IT  and  business  leaders  don’t 
act  quickly  to  make  staffing  and  organizational  decisions, 
integrate  systems  and  provide  training.  By  Kim  Girard 

AGILE  SOLUTIONS 
Globalization  I  56 

One  honoree  wanted  to  go  global;  another  faced 
global  competition  for  the  first  time.  By  Mindy  Blodgett 

New  Opportunities  I  64 

When  two  honoree  companies  decided  to  jump, 
their  CIOs  asked,  “How  high?”  By  Elana  Varon 

Cost-Cutting  I  72 

How  honorees  overcame  budget  cuts. 

By  Megan  Santosus 

Competition  I  82 

What  honorees  did  to  fend  off  the  competitors. 

By  Thomas  Wailgum 


Agile  companies  can  adjust  their  operations  to  cope  with  unex¬ 
pected  events,  whether  it’s  a  surge  in  new  business  or  a  backlog  in 
the  warehouse.  Four  CIO  1 00  honorees  tell  how  IT  makes  them 
and  their  trading  partners  flexible.  By  Tracy  Mayor 
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All  100  listed  alphabetically  by  industry. 
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The  right  management  should  do  more  than  just  protect. 
It  should  also  enable. 


eTrust™  Security  Management  Software 


With  eTrust  security  management  software,  your  information  isn't  just  safeguarded  from  internal  and  external  threats. 
We  provide  authorized  customers,  partners,  and  employees  with  appropriate  access  that  can  help  your  business  grow. 
In  addition  to  securing  data,  eTrust  also  provides  a  single  view  of  your  security  environment,  so  you  can  make  real-time 
decisions  based  on  comprehensive  information.  If  you're  looking  for  ways  to  minimize  risk  while  maximizing  your 
potential,  or  to  get  a  white  paper,  go  to  ca.com/security. 
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technology  acronyms. 

We  thought  we’d  master  the 
one  that  matters. 


Compuware 

Corporation 

Largest  Testing 
Tools  Vendor 

Largest 

Hardware  Vendor 

($1.3  billion) 

($0.5  billion) 

($91  billion) 

Application  Debugging 

✓ 

• 

(Java,  Windows,  Mainframe) 

Application  Quality 

(Java,  Windows,  Mainframe) 

Application  Performance 

(Java,  Windows,  Mainframe) 

Dear  Technology  Executive, 

You  don’t  have  an  unlimited  budget  and  we  understand  that.  At  Compuware,  we’ve  saved 
organizations  between  30%  and  50%  on  their  software  quality  investments — all  while  providing 
the  most  complete  set  of  products  and  services  in  the  industry  today. 

To  achieve  the  results  from  your  IT  projects  that  your  business  users  demand  and  deserve,  it  is 
crucial  to  address  quality  throughout  the  entire  application  life  cycle  on  all  major  platforms. 

That’s  why  Compuware  delivers  quality  solutions  for  development,  QA  and  operations  across  your 
entire  portfolio.  You  and  I  both  know  that  most  application  defects  and  costs  are  introduced  in 
development — and  that  these  problems  are  painful  and  expensive  to  solve  in  production.  With  your 
budget  and  reputation  at  stake,  wouldn’t  you  rather  have  a  relationship  with  one  vendor  that  offers 
a  broad  set  of  solutions  rather  than  a  dozen  niche  prima  donnas? 

Compuware  products  are  in  use  at  98  of  the  Fortune  100  companies — like  Time-Warner.  They  were 
looking  for  better  results,  and  Compuware  saved  them  up  to  50%  on  the  license  and  maintenance 
fees  they  were  paying  to  other  vendors  who  weren’t  helping  them  solve  their  problems. 

So,  if  you’re  tired  of  dealing  with  companies  who  care  more  about  their  bottom  line  than  yours,  call 
1-866-671-7166  or  visit  www.compuware.com/quality  to  learn  more  about  how  we  can  help  you 
deliver  quality  applications,  on  time,  at  a  fraction  of  the  cost. 


Sincerely, 


Peter  Karmanosjr. 
Chairman  and  CEO 
Compuware  Corporation 


COMPUWARE 


% 


t 


www.compuware.com 


40 


Columns 

TOTAL  LEADERSHIP 
How  to  Be  an  Agile  Leader  I  36 

Bounce  back  from  adversity  with  a  clear  head 
and  a  can-do  approach.  By  Patricia  Wallington 

MAKING  I.T.  WORK 
Agility  in  Adversity  I  40 

Successful  companies  know  there  are  times 
when  agility  is  called  for  and  times  when  it’s  not. 
By  Michael  Schrage 


TRENDLINES  I  22 

Connecticut  CIO  steps  down;  BlackBerrys  versus 
terrorism;  G-Men  try  to  slam  spam;  And  more 

BY  THE  NUMBERS  I  26 

The  rising  cost  of  compliance. 

WASHINGTON  WATCH  I  32 

ISPs  must  stop  spam,  says  FTC  report;  Con¬ 
sumer  credit  law  targets  identity  theft. 

In  Every  Issue 

FROM  THE  EDITOR 
Fixed  Versus  Flexible  I  12 

Locking  down  IT  costs  may  save  you  money  in 
the  long  run.  By  Richard  Pastore 

INDEX  I  102 

EXECUTIVE  SUMMARY  I  104 

Abstracts  of  all  the  feature  stories  found 
in  this  issue. 
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from  August  15  to  August  31 


TAKE  THE  QUIZ 

How  Agile  Are  You— or  Do  You  Want  to  Be? 

When  it  comes  to  agility,  some  of  us  just  come  by  it  more  naturally  than  oth¬ 
ers.  If  you’re  looking  to  increase  your  own  IT  agility,  take  the  The  Agile  100 
Quiz.  Benchmark  your  answers  against  the  CIO  100  honorees  who  took  our 
agility  survey  and  learn  what  specific  actions  you  can  take  to  improve  your 
score.  Go  to  www.cio.com/agilityquiz. 


IN-DEPTH  INTERVIEW 

A  New  Blueprint  for  the  Agile 

Tony  Scott,  CTO  of  GM’s  Information 
Systems  and  Services  group,  explains  GM’s 
take  on  enterprise  architecture,  how  he’s 
leveraging  it  and  why  he  doesn’t  dare  call  it 
"enterprise  architecture"  in  front  of  the 
company’s  senior  executives.  Find  the  story 
at  www.cio.com/printlinks. 


LIVE  (ALMOST)  FROM  THE  CIO  100  AWARDS 

Wish  You  Were  There? 

This  year’s  CIO  100  Symposium  &  Awards  Ceremony  takes  place  August 
22-24  in  Colorado  Springs,  Colo.  If  you  can't  join  the  honorees  in  the  moun¬ 
tains,  get  the  highlights  of  the  proceedings  by  reading  the  CIO  100  Blog. 

Log  on  to  www.cio.com  to  find  the  view  from  the  top. 


ESSENTIAL 
TECHNOLOGY  I  94 

Agile  Insurance 

When  the  regulators  came  knocking,  Pinnacol 
Assurance  had  to  move  quickly  to  save 
millions  in  revenue.  By  Thomas  Wailgum 
UNDER  DEVELOPMENT  I  98 
How  interactive  technology  may  help 
people  interact  better  with  each  other. 
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All  those  who  need  to  understand  how  to 
integrate  IT  controls  with  the  Sarbanes-Oxley  • 

internal  control  reporting  requirements... S  3y  I 


The  Facts 


IT  controls  are  often  at  the  center  of  the  internal  control 
environment.  Forward-thinking  companies  are  actively 
addressing  the  impact  of  Information  Technology  risks 
and  controls  as  an  integrated  component  of  their 
response  to  the  Sarbanes-Oxley  internal  control 
requirements.  Appropriate  consideration  of  technology 
controls  can  significantly  enhance  management’s  ability 
to  rely  on  other  controls  and  could  enable  reductions  in 
other  process  documentation  and  testing.  Have  you 
evaluated  how  the  IT  controls  impact  your  financial 
reporting?  What  is  your  strategy  for  integrating  IT  risks 
and  controls  with  your  evaluation  of  internal  control 
over  financial  reporting?  Can  you  validate  the  operating 
effectiveness  of  key  IT  controls?  Do  you  have  the 
insight  of  an  independent  advisor? 

Protiviti  has  developed  a  guide  to  specifically  address 
the  tough  IT  questions  that  arise  when  considering 
the  role  and  impact  of  IT  controls  on  Sarbanes-Oxley 
compliance. 


Contact  Protiviti,  the  leader  in  independent  risk 
consulting  and  internal  audit  services.  We  provide 
international  services  for  established  and  emerging 
companies  to  independently  help  them  identify,  measure 
and  manage  risk.  Our  professionals  have  experience  in 
a  wide  range  of  industries.  So  whether  your  challenge  is 
reporting  accurate  results,  maximizing  the  value  of 
technology  or  adopting  business  controls  you  can  trust, 
Protiviti  delivers  quantifiable  solutions  that  make  a 
difference...Are  you  ready  to  Say  i? 


Get  the  facts.  To  get  your  free  copy  of  Protiviti’s  Guide  to 
the  Sarbanes-Oxley  Act:  IT  Risks  and  Controls  or  the  updated 
Sarbanes-Oxley  Section  404  Guide ,  call  888.556.7420 
or  visit  www.protiviti.com. 
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Technology  Risk 


Internal  Audit 


WHEN  YOU  STEPPED  AWAY 
FROM  YOUR  DESK,  A  WORM  WAS 
DETECTED,  QUARANTINED  AND 
ELIMINATED  BEFORE  ANYONE 
NOTICED  YOU  WERE  GONE. 
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Trend  Micro™  and  Cisco  Systems® —  working  together. 

Imagine  a  network  solution  so  advanced,  so  secure,  so  ingeniously  proactive, 

you  may  never  have  to  worry  about  an  outbreak  again. 

Find  out  more  at  www.trendmicro.com/cisco 
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From  the  Editor 


Fixed  Versus  Flexible 


How  fixated  are  you  on 
agility?  Find  out  with  the 
“Agile  100  Quiz.”  Bench¬ 
mark  yourself  against  our 
honorees  to  see  what  you 
can  do  to  reach  a  perfect 
score  of  100.  Find  the  quiz 
at  www.cio.com/agilityquiz. 


THIS  YEAR’S  CIO  100  theme  is  agility,  and  with 
IT  costs  still  weighing  on  most  corporate  minds, 
cost  agility  is  one  aspect  that  surfaced  in  researching 
the  100  agile  companies  that  we  honor  in  this  issue 
(starting  on  Page  44).  We  asked  each  organization 
to  tell  us  its  overall  percentage  of  fixed  versus  flex¬ 
ible  IT  costs.  Some  companies  had  very  little  in 
terms  of  cost  agility;  the  lowest  percentage  of  flex¬ 
ible  costs  reported  was  just  10.  (Presumably,  this 
honoree  was  highly  agile  in  other  areas  of  the  busi¬ 
ness.)  At  the  high  end,  one  company  claimed  to 
keep  90  percent  of  its  IT  costs  flexible.  The  average 
ratio  among  the  CIO  100  companies  worked  out  to 
be  65  percent  fixed,  35  percent  flexible. 

It  seems  obvious  that  the  more  flexible  your  IT 
costs,  the  more  responsive  or  agile  your  IT  shop  can 
be.  CFOs  love  it.  You  can  scale  up  or  scale  down, 
move  money  to  fund  new  and  sudden  priorities 
more  easily,  and  you  aren’t  locked  into  a  vise  of  fixed 
overhead  costs  that  eat  up  your  funding  every  year. 
But  is  there  an  optimal  percentage  for  flexible  costs? 
Is  35  percent  good?  Our  agility  experts  couldn’t  tell 
us  the  prime  target  for  flexible  versus  fixed  IT  costs. 
Even  CFOs  hem  and  haw  about  the  magic  number. 

I  think  the  hesitancy  to  fixate  on  a  cost  goal 
comes  in  part  from  the  drawbacks  to  flexible  cost 
structures.  One  of  the  main  ways  to  keep  costs 
nimble  is  by  pursuing  ultrashort  contracts  with 


For  the  second  year  in  a  row,  CIO  magazine 
has  won  the  prestigious  Jesse  H.  Neal 
National  Business  Journalism  Award  for 
editorial  excellence. 


vendors,  contractors  and  outsourcers.  But  then  you 
sacrifice  the  better  rate  you  would  get  from  inking 
a  long-term  deal.  Hiring  contractors  instead  of  per¬ 
manent  employees  will  keep  payroll  flexible,  but 
it  can  take  a  toll  on  staff  morale  and  limit  the  CIO’s 
potential  to  groom  future  department  leaders.  It 
can  also  be  more  costly  to  pay  contractor  rates  than 
employee  salaries  and  benefits.  (Remember  the 
dotcom  bubble  days  when  contractors  with  two- 
year  certificate  degrees  parked  their  Porsches  in 
your  reserved  space?) 

To  me,  cost  flexibility  also  creates  uncertainty, 
which  can  be  scary  when  the  budget  is  tight.  Costs 
that  aren’t  locked  down  can  inflate  suddenly  as 
providers  raise  fees.  It’s  like  having  an  adjustable- 
rate  mortgage  when  Alan  Greenspan  goes  on  a  rate¬ 
hiking  binge.  I  sleep  much  better  knowing  what  my 
mortgage  bill  will  be  in  2018.  In  fact,  I’d  like  to 
have  at  least  half  my  household  budget  fixed  and 
spoken  for.  And  all  deducted  in  advance  from  my 
paycheck  (preferably  pretax).  I’d  be  very  comfort¬ 
able  with  what  our  CIO  100  companies  have 
achieved,  keeping  a  little  more  than  one-third  of 
total  costs  loosey-goosey.  How  about  you?  Do  you 
have  a  prime  target  for  flexible  versus  fixed  IT  costs? 
Is  it  one  that  you’re  comfortable  with? 


Richard  Pastore,  Deputy  Editor 
pastore@cio.  com 
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Some  IT  projects  are  just  dead  weight 
At  a  million  dollars  an  ounce, 
it's  worth  figuring  out  which  ones. 


PeopleSoft  ESA  helps  you  balance  IT  project  investments  to  deliver  the  greatest  value  to  your  business. 

PeopleSoft  ESA  for  IT  is  the  solution  to  improve  IT  governance,  and  ensure  your  organization  is 
properly  aligned  with  the  company's  overall  business  objectives.  Bring  discipline  to  project  evaluation 
and  approval.  Report  back  to  business  owners  cost-effectively  and  in  real  time.  Adjust  rapidly  to 
changes  in  business  priorities,  and  optimize  your  people,  projects  and  processes  for  the  overall  success 
of  the  business.  Learn  more  by  visiting  us  at  www.peoplesoft.com/goto/esa  or  call  1  888  773  8277. 


®  I  Enterprise  Service  Automation 


©  2004  PeopleSoft,  Inc  PeopleSoft  Is  a  registered  trademark  of  PeopleSoft,  Inc. 
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ANOTHER  EXPERT  WEIGHS  IN  ON  THE 
TCO  OF  WINDOWS  AND  LINUX. 


Microsoft 


"We  got  to  market  six  months  faster,  and 
saw  14  percent  in  cost  savings  over  Linux, 
using  Windows  Server  System™" 


—  Owen  Flynn,  Chief  Technology  Officer 

Equifax  Inc. 


Equifax,  a  leading  provider  of  consumer  and  commercial  credit  information,  chose 
Windows  Server  System  because  it  allowed  them  to  deliver  new  and  improved  services 
with  a  14  percent  savings  in  total  cost  of  ownership.  With  their  new  Windows®-based 
supercomputer  cluster,  Equifax  is  able  to  manage  its  database  of  over  six  billion  data 
components  with  dramatic  increases  in  performance  and  efficiency.  To  get  the  full  case 
study,  other  case  studies,  or  third-party  findings,  visit  microsoft.com/getthefacts 
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business  solutions  for  all  types  of  industries  and  for 
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Connecticut  CIO  Steps  Down 


After  seven  years  as  cio  for  the 

state  of  Connecticut,  Rock  Regan  stepped 
down  from  his  post  on  Aug.  1.  Regan’s 
departure  followed  on  the  heels  of  Gov. 
John  Rowland’s  resignation  after 
revelations  of  inappropriately  receiving 
gifts  from  people  who  did  business 


with  the  state.  Rowland,  who  appointed 
Regan  to  the  top  IT  spot,  was  succeeded 
by  former  Lt.  Gov.  Jodi  Rell.  It  was  the 
change  of  administration,  says  Regan, 
that  compelled  him  to  make  his  move. 
"The  governor  clearly  wants  to  put  her 
fingerprint  on  the  administration,” 


says  Regan.  "She  will  be  appointing 
her  own  person  here.”  (As  of  press  time, 
Rell  had  not  announced  a  new  CIO.) 

During  his  tenure,  Regan  also  served 
a  stint  as  president  of  the  National 
Association  of  State  CIOs. 

As  for  his  next  job,  Regan  is  currently 
“pondering  the  future.”  Until  then, 
he  will  be  doing  plenty  of  fishing  off 
Cape  Cod. 


ROCK  REGAN,  former  CIO 
for  the  state  of  Connecticut 


Even  with  the  appropriate  scan  tools,  mechanics  such  as 
DAVE  LANSPEARY  of  Dave’s  Auto  Repair  in  Youngtown, 
Ariz.,  end  up  turning  down  work. 


Too  High-Tech  to  Fix? 


Today’s  cars  are  so  complicated  that  the  average  do-it-yourselfer 
can’t  handle  anything  more  involved  than  an  oil  change.  “Models 
of  cars  have  anywhere  from  10  to  75  microcomputers  on  board,  all  of 
which  network  and  talk  to  each  other,”  says  Mark  Saxonberg,  service 
technology  manager  for  Toyota  Motor  Sales  USA.  That  complexity  is 
changing  the  nature  of  car  repair — even  for  professional  mechanics. 

For  example,  when  the  air  bag  light  flashes  for  no  apparent  reason, 
the  car’s  owner  may  be  instructed  to  take  the  vehicle  to  an  auto  mechanic. 
To  diagnose  the  problem,  the  mechanic  needs  an  appropriate  scan  tool: 
a  testing  device  that,  when  used  along  with  the  appropriate  software  and 
plugged  into  a  car’s  data  port,  tells  the  mechanic  what’s  wrong  with  the 
air  bag  or  any  of  the  systems  connected  to  that  air  bag.  The  problem  for 
independent  mechanics  (those  who  don’t  work  for  an  automaker’s  deal¬ 
ership)  is  that  they  have  to  buy  scan  tools  for  every  make  and  model  of 
car  if  they  want  to  be  able  to  repair  any  car  with  any  problem. 

And  that  comes  with  a  price:  Sophisticated  scan  tools  cost  between 
$2,500  and  $35,000  depending  on  features,  according  to  Charlie  Gor¬ 
man,  executive  manager  of  the  Equipment  and  Tool  Institute,  a  trade 
association  that  represents  automotive  equipment  and  tool  manufactur¬ 
ers.  There  are  scan  tools  for  specific  subsystems  such  as  convertible  tops 
and  traction  control.  Automakers  develop  and  sell  scan  tools  for  their 
cars;  other  scan  tools  are  developed  by  companies  such  as  Vetronix  and 
Snap-on  based  on  information  provided  by  automakers. 

For  service  departments  at  automakers’  dealerships,  buying  scan 
tools  is  relatively  straightforward;  simply  buy  those  tools  for  the  models 
that  are  sold  and  serviced  under  warranty.  Continued  on  Page  24 
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scalable  platform  that  spans  the  enterprise.  And  interact  with  SAS  by  choosing  the  custom-tailored 
interface  that  fits  the  way  you  work.  Give  us  a  call  at  1  866  270  5739  for  a  free  demonstration  of  today’s 
SAS.  Or  visit  our  Web  site  for  a  quick  interactive  tour. 
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Scan  Tools 

Continued  from  Page  22 

Independents  have  a  trickier 
task.  For  those  that  want  to  keep 
their  repair  bays  open  to  as  many 
customers  as  possible,  they  have 
to  make  an  investment  in  a  vari¬ 
ety  of  automakers’  scan  tools,  a 
prospect  that  is  not  economically 
feasible  for  many  small  shops.  If 
you’ve  ever  been  turned  away 
from  your  neighborhood 
mechanic  because  he  couldn’t 
figure  out  what  that  “check 
engine”  light  meant,  chances  are 
good  that  he  didn’t  have  the 
proper  diagnostic  tool. 

Mechanics  such  as  Dave 
Lanspeary  of  Dave’s  Auto  Repair 
in  Youngtown,  Ariz.,  have  turned 
away  customers  due  to  a  lack  of 
tools,  but  it  wasn’t  because  the 
necessary  tool  isn’t  available. 

“In  90  percent  of  cases  like  that, 
they  were  vehicles  I  made  an 


economic  choice  not  to  service,” 
he  says.  And  even  with  the  appro¬ 
priate  scan  tools,  Lanspeary  will 
turn  down  a  job  if  his  staff  doesn’t 
have  the  proper  training. 

Is  the  increasing  complexity, 
cost  and  computerization  of 
repair  information  going  to  put 
your  neighborhood  mechanic 
out  of  business?  Bill  Haas,  vice 
president  of  service  repair  mar¬ 
kets  for  the  13,000-member 
Automotive  Service  Association, 
doesn’t  think  so.  “Seventy-two 
percent  of  vehicles  that  are  post¬ 
warranty  are  serviced  outside  of 
the  franchise  dealership,”  he 
says,  a  situation  automakers  are 
keenly  aware  of.  “If  a  trusted 
mechanic  doesn’t  have  the  tools, 
it’s  a  reflection  on  the  cars,  not 
the  mechanic.” 

While  Gorman  acknowledges 
that  some  automakers  “play  ball 
better”  than  others  by  making  all 
their  information  readily  available 


at  an  affordable  price,  they  all 
realize  that  providing  compre¬ 
hensive  information  and  tools 
to  third-party  toolmakers  and 
independent  mechanics  is  a 
means  to  better  customer  serv¬ 
ice.  Toyota’s  Saxonberg  sees  a 
future  in  which  independent 
mechanics  are  increasingly  spe¬ 
cialized  in  one  or  two  makes  or 
models  of  cars.  Gorman,  on  the 
other  hand,  sees  the  increasingly 
complicated  computer  systems 
eventually  simplifying  things. 


In  the  future,  he  says,  many  auto¬ 
motive  systems  such  as  steering 
and  throttle  control  (which  are 
currently  mechanical)  will  be  elec¬ 
tronically  controlled,  creating  a 
need  for  redundancy  in  terms  of 


secondary  electrical  systems. 
Secondary  systems,  Gorman 
says,  can  themselves  be  used  to 
diagnose  problems  occurring 
with  primary  systems.  “Future 
electrically  controlled  systems 
will  require  redundancy  in  the 
form  of  secondary  systems, 
which  are  excellent  for  diag¬ 
noses,”  he  says.  In  effect,  by 
2008  some  cars  will  be  so  wired 
with  software  that  they’ll  be  able 
to  tell  mechanics  what  ails  them. 

No  matter  which  scenario 


comes  to  pass,  don’t  expect  life  to 
become  any  easier  for  the  week¬ 
end  mechanic.  Most  auto  repairs 
will  remain  firmly  seated  in  the 
domain  of  the  professional. 

-Megan  Santosus 


Buying  scan  tools  for  every  make  and 
model  is  not  economically  feasible. 


MASSACHUSETTS  STATE  POLICE  at  Logan 
International  Airport  in  Boston  now  have 
instant  access  via  BlackBerry  wireless  devices 
to  vast  commercial  databases  that  contain 
details  on  200  million  U.S.  residents. 


SECURI  IX- 

BlackBerrys  Versus  Terrorism 

Long  an  indispensable  gadget  for  businesspeople,  the  BlackBerry  wireless  handheld 
device  from  Research  In  Motion  has  been  drafted  into  the  United  States'  war  on  terrorism. 

Massachusetts  State  Police  officers  patrolling  Boston’s  Logan  International  Airport  are  using 
BlackBerrys  to  perform  background  checks  on  suspicious  persons  and  vehicles,  comparing  infor¬ 
mation  in  the  field  to  an  Internet- based  XML  database  from  LocatePlus,  the  company  that  provides 
the  devices.  The  100-terabyte  relational  database  contains  information  on  more  than  200  million 
U.S.  residents,  according  to  LocatePlus. 

The  LocatePlus  database  integrates  data  from  a  wide  variety  of  public  and  private  sources, 
including  motor  vehicle  records.  Using  proprietary  data  mining  technology,  LocatePlus  analyzes 
the  data  and  assigns  a  security  rating  to  individuals.  Information  is  protected  using  SSL 
encryption,  and  each  BlackBerry  device  must  be  registered  with  LocatePlus  to  access  the 
information. 

While  the  company  does  not  disclose  exactly  how  it  determines  security  rankings,  LocatePlus 
CEO  Jon  Latorella  says  factors  such  as  whether  someone  has  been  a  lifelong  resident  of  the  United 
States  and  the  pattern  of  residences  used  can  affect  the  rating.  Similarly,  a  scarcity  of  information 
on  an  individual  or  a  lack  of  a  permanent  address  might  raise  flags,  he  says. 

Since  earning  ignominious  distinction  as  the  point  of  departure  for  two  of  the  four  hijacked 
planes  used  in  the  Sept.  11  terrorist  attacks,  Logan  has  been  an  early  adopter  of  technology 
that  could  be  used  to  thwart  future  attacks. 

In  addition  to  a  baggage  screening  system,  Logan,  in  recent  years,  installed  a  document  authen¬ 
tication  system  to  verify  the  identities  of  potential  employees.  The  airport  has  also  tested  a  number 
of  other  technologies,  including  biometric  authentication  systems  and  thermal  imaging  cameras, 
according  to  the  Massachusetts  Port  Authority,  the  state  agency  that  runs  Logan. 

-Paul  Roberts 
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For  25  years,  we've  walked  the  line  between  next  and  now  to 
develop  innovative  telephony  and  contact  center  solutions  for 
some  of  the  largest  (and  smallest)  companies  in  North  America. 
Converged  and  pure  IP  telephony  networks  that  are  reliable, 
flexible  and  scalable  -  ideal  for  5  or  500,000  employees. 
Productivity  applications  like  unified  messaging  that  drive 
communication  from  anyone  to  anywhere  at  anytime.  Powerful 
contact  center  solutions  that  provide  the  flexibility  and 
structure  to  turn  a  customer  call  into  a  meaningful  connection. 


EADS  TELECOM.  DELIVERING  WHAT’S  NEXT 


1-800-468-3945 

www.eadstelecom-na.com/next 
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The  Rising  Cost  of  Compliance 

As  the  number  of  regulations  increases,  so  does  the  cost  of  complying  with  them 


Companies  will  spend  billions  in  2004  to  comply  with  industry 
rules,  self-imposed  policies  and  laws  enacted  by  federal  and  state  gov¬ 
ernments.  In  today’s  regulatory  climate,  compliance  spending  has 
become  another  cost  of  doing  business. 

And  it’s  a  cost  that’s  on  the 
rise.  Take  Sarbanes-Oxley: 

According  to  AMR  Research, 
companies  will  spend 
$5.5  billion  in  2004 to 
meet  Sarbox  requirements  mandated  by  the  federal  government  for 
public  companies— specifically,  requirements  related  to  Section  404, 
which  stipulates  how  public  companies  must  disclose  their  financial 


information.  Of  that  total,  nearly  $1  billion  will  be  spent  on  IT,  opportuning 
CIOs  to  take  a  leading  role  in  compliance  discussions  that  cover  Section 
404.  And  compliance  is  only  going  to  become  a  bigger  issue  for  CIOs 
as  Congress  passes  more  legislation  governing  corporate  practices. 

In  a  recent  AMR  survey, 

60  of  the  69  companies  polled 
said  that  IT-related  spending 
on  compliance  issues  would 
increase  in  2005.  “People 
thought  that  [compl  iance  spending]  was  going  to  be  here  today  and 
gone  next  year,”  says  John  Hagerty,  vice  president  of  research  at  AMR. 
“In  fact,  compliance  spending  isgoingto  be  growing." 


AMR  Research  expects  IT  compliance 
budgets  to  rise  10  percent  in  2005. 


2004  Compliance  Spending 

More  than  one-third  of  enterprises  underestimated  compliance  costs 

43%  met  their  budgets 

35%  spent  more  than  planned 

........ 

21%  spent  less  than  planned 

2005  Compliance  Spending 

...but  they  will  try  not  to  make  the  same  mistake  again 
68%  will  increase  compliance  budgets 
19%  plan  on  maintaining  current  budgets 
13%  expect  to  decrease  compliance  budgets 


Best  Practices 


Take  a  holistic  approach:  AMR  Research  says 
the  companies  that  unite  diverse  require¬ 
ments— including  financial,  operational  and  IT 
needs— to  meet  the  goals  of  compliance  will 
benefit  the  most. 

Know  who,  what  and  how:  Identify  which  internal 
and  external  constituents  play  key  roles  in  any 
directive  (who).  Determine  the  major  functional 
capabilities  required  to  address  compliance 
regulations  (what).  Prepare  the  IT  infrastructure 
and  supporting  services  required  to  sustain 
these  roles  and  capabilities  (how). 

Plan  In  order  to  mitigate  costs:  Lax  enforcement 
of  federal  regulations  could  lead  to  financial 
penalties  as  well  as  market  repercussions,  such 
as  reduced  stock  price  or  increased  cost  of  capital. 
By  putting  time  and  effort  into  planning,  compa¬ 
nies  may  save  money  and  effort  down  the  line. 

Put  governance  and  risk  management  first: 

Compliance  won’t  work  well  without  clear 
governance  (oversight)  and  strong  risk 
management  practices. 


SOURCE:.  AMR  Research 
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Firefighter.  Educator.  Presenter. 

He  takes  no  chances  with  his  equipment.  Neither  do  you. 
You  require  reliability,  ease  of  use  and  innovative  features. 
So  when  it  comes  to  projectors,  you  demand  InFocus. 

InFocus  innovation  makes  your  job  easy.  You  buy  from 
the  worldwide  leader  in  digital  projection  technology. 

Users  get  ultimate  dependability,  the  most  intuitive 
interfaces  and  incredibly  powerful  tools  for  sharing 
their  ideas  with  impact. 

That  means  less  maintenance.  Fewer  emergency  calls. 
Perhaps  even  the  occasional  thank-you  call.  And  more 
time  to  focus  on  what  really  matters. 


People  rely  on  you.  You  rely  on  InFocus. 


The  InFocus®  LP®540  $1599 

Designed  by  a  breakthrough  engineer:  you. 

•  Best-in-class  capabilities 

•  Intuitive  controls 

•  Bnghtness  that  lasts 


The  InFocus®  X2  $999 

All  work.  All  play.  All  affordable. 

•  3000-hour  long-life  lamp 

•  1600  lumens  for  incredible  brightness 

•  Outstanding  digital  video 


InFocus 


The  Big  Picture 


To  find  out  more  about 
InFocus  or  where  to  buy: 

call  1-888-lnFocus  or 
visit  www.lnFocus.com 


©2004  InFocus  Corporation.  All  rights  reserved.  InFocus*  LP*540  and  InFocus*  X2'  are  registered  trademarks  of  InFocus  Corporation.  All  other  trademarks  are  the  property  of  their  respective  owners  in  this  and  any  other  country. 
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INFRASTRUCTURE 


A  Real  Green  Field 

The  CIO  of  a  new  college  starts  from  scratch 


Imagine  a  green  field  just  wait¬ 
ing  to  grow  an  IT  operation  capable  of 
supporting  1,000  college  students,  staff 
and  faculty.  You  and  your  team  need  to 
set  standards  and  design  the  systems 
necessary  to  make  the  new  school  a 
model  research  university. 

But  the  pastoral  must  give  way  to 
the  practical.  We  are  talking  about  a 
real  field  of  105  acres  of  grasslands 
where  construction  started  last 
November.  So,  you  don't  have  many 
buildings  yet.  And  this  is  California, 
land  of  budget  constraints.  Oh,  and  by 
the  way,  it  all  needs  to  happen  before 
the  start  of  the  fall  2005  semester, 
when  those  1,000  students  descend 
upon  the  campus.  Your  IT  choices  now 
must  support  projected  growth  of  900 
students  per  year  for  the  next  30  years. 

Any  CIO  might  imagine  it,  but  Rich 
Kogut  is  living  it. 

Kogut  is  the  CIO  at  the  currently 
under-construction  University  of 
California,  Merced  campus  in  Merced, 
Calif.  Kogut,  whose  background 
includes  IT  leadership  stints  at  both 


Georgetown  and  Brown  universities, 
says  the  Merced  job  “is  the  chance  of  a 
lifetime  to  build  a  research  university." 
Still,  Kogut  says  he  went  into  the  project 
with  his  eyes  open,  knowing  that  there 
would  be  spending  limits.  (Merced’s 
$20  million  from  the  state  budget  for 
the  2004-2005  year  includes  a  one¬ 
time  $10  million  startup  investment. 
The  David  and  Lucile  Packard  Founda¬ 
tion  donated  approximately  $11  million 
to  help  establish  the  university.) 

Besides  sticking  to  a  budget,  and  the 
need  to  linkto  University  of  California 
systems  and  to  follow  public  bidding 
rules,  he  has  few  limits  on  his  specific 
IT  choices.  Yet  there’s  a  lot  riding  on 
each  one.  As  Kogut  says:  “The  good 
news  is  we  have  no  legacy,  and  the  bad 
news  is  we  have  no  legacy.  We  have  no 
safety  net." 

If  a  system  goes  down—say,  for  voice 
over  IP— there  would  be  no  falling  back 
to  plain  old  telephone  service,  as  none 
would  exist  (a  fact  that  forces  Kogut  to 
be  very  careful  about  the  technologies 
he  cbooses).  To  that  end,  he’s  constantly 


looking  for  partnerships  with  vendors— 
such  as  Sun  Microsystems,  which  won 
an  RFP  to  provide  directory  and  mes¬ 
saging  services  forthe  school— all 
while  still  staying  within  the  required 
competitive  bidding  framework.  Cost- 
conscious  and  flexible  open-source 
projects  also  figure  prominently  in 
histhinking. 

There  are  other  hurdles  too.  For 
instance,  “We  have  the  only  truly  wire¬ 
less  campus,  and  I  say  that  because 
we  have  no  wires,"  he  says,  only  half 
jokingly.  But  the  wires  are  going  in  as 
the  buildings  go  higher.  And  a  slow- 
open  schedule  that  starts  with  a  single 
biology  course  taught  locally  on  a 
leased  campus  this  summer  will  help 
Kogut  and  his  group  test  systems 
before  the  first  full-time  students  arrive. 

For  now,  Kogut  says,  “We’re  playing 
with  deadlines,  very  small  resources 
and  just  trying  to  get  in  the  pieces  of 
technology  we  need.  We  can’t  afford 
to  do  a  lot,  but  we  want  to  do  it  cleanly 
so  we  can  build  on  it.” 

-Christopher  Lindquist 


INTERNET  CRIME 


G-Men  Try  to  Slam  Spam 

Face  it:  Spam  stinks  and  it  ain’t  going  away — at  least  not  in  the 
near  future.  But  there  are  small  yet  important  efforts  under  way  to 
bring  spammers  to  justice.  One  of  these  is  Project  Slam-Spam,  a 
public-private  effort  among  the  FBI,  other  government  agencies 
and  the  Direct  Marketing  Association,  which  contributed 
$500,000  to  help  fund  the  venture. 

The  aim  of  Slam-Spam  is  to  track  spammers  and  bring  them  to 
justice  under  the  Can-Spam  Act,  which  went  into  effect  earlier  this 
year  and  criminalizes  the  most  offensive  forms  of  spam  (such  as 
unmarked  sexually  oriented  material).  To  nab  spammers,  two 
teams  of  analysts  were  created,  says  Dan  Larkin,  chief  of  the  FBI’s 
Internet  Crime  Complaint  Center,  which  is  coordinating  Slam- 
Spam.  One  of  the  the  teams  is  focusing  on  criminal  scams,  the  other 
on  the  technical  aspects  of  spamming,  such  as  how  the  bad  guys  are 
reconfiguring  routers  and  beating  filters. 


Slam-Spam,  which  began  last  fall,  is  the 
first  project  to  arise  from  the  formation  of 
the  National  Cyber-Forensics  &c  Training 
Alliance.  The  alliance  brings  together  law 
enforcement,  academia  and  private-industry 
representatives  with  a  goal  of  identifying 
cybercrimes  and  collaborating  on  spam¬ 
fighting  best  practices. 

Larkin  and  his  colleagues  initiate  spam 
cases,  then  forward  them  to  cyber  task  forces, 
field  offices,  and  U.S.  attorney’s  offices  for  further  investigation  and 
prosecution.  As  of  May,  the  initiative  had — among  its  accomplish¬ 
ments — identified  more  than  100  significant  spammers. 

Given  the  enormity  of  the  problem,  does  Larkin  think  Slam-Spam 
will  deter  spammers?  “Once  the  bad  guys  believe  they  will  be  pros¬ 
ecuted  and  that  there’s  a  dedicated  team  out  there  that  is  aimed  at 
developing  the  trail  and  tracking  it,  I  think  it  will,”  he  says. 

-Todd  Dotz 


DAN  LARKIN,  chief 
of  FBI  Internet  Crime 
Complaint  Center 
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•  19"  Analog/Digital  TFT-LCD 

•  Full  pivot,  tilt  and  swivel;  wall  mountable 

•  178°/178c  —  Widest  viewing  angle  of  any  LCD 

•  MagicTune™  on-screen  image  control 


Samsung’s  193P  display. 

You  have  a  place  called  home,  but  thteJs  where  you  live.  So  live  well, 
with  our  ultra-refined,  193P  display.^rgonomically  designed  to  move 
like  you  move,  it’s  yet  another  example  why  we’ve  won  over  67  design 
awards  worldwide.  And  why,  at  Samsung,  we  engineer  our  monitors 


to  fit  the  people  who  use  them. 

Visit  www.samsungusa.com/monitor  or  call  1-800-SAMSUNG 

2004  Samsung  Electronics  America.  Inc.  Samsung  and  MagicTune  are  registered  marks  of  Samsung  Electronics  Corp.,  Ltd.  Screen  images  simulated. 
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Courts  Give  E-Mail  Snooping  the  OK 


When  it  conies  to  e-mail,  not  every  message  is  safe  from  prying 

eyes.  According  to  a  recent 
ruling  by  the  U.S.  Court  of 
Appeals  for  the  First  Circuit, 
ISPs  can’t  be  charged  with 
violating  federal  wiretapping 
laws  for  snooping  on  e-mail 
sent  to  their  customers.  Privacy 
advocates  say  the  decision 
will  give  ISPs  and  other  e-mail 
providers  free  rein  to  spy  on 
e-mail. 

The  appeals  court  ruling 
upholdsasimilar  ruling 
by  a  lower  court  that  dis¬ 
missed  a  criminal  wiretap 
charge  against  Bradford  C. 
Councilman,  a  former  vice 
president  at  Interloc,  a  rare 
book  listing  service.  Interloc, 
since  acquired  by  another 
company,  provided  an 
e-mail  service  to  its  book 
dealer  customers;  in 
January  1998,  Councilman 
asked  employees  to  write  a  computer  code  that  could  intercept  and 
copy  customers’  incoming  e-mail  messages  from  rival  book  dealer 
Amazon.com. 


Councilman  was  charged  with  violating  the  U.S.  Wiretap  Act,  which 
prohibits  the  interception  of  communications.  But  appeals  court  Judge 
Juan  R.  Torruella  wrote  that  U.S.  law  doesn’t  prohibit  ISPs  and  other 
e-mail  providers  from  reading  e-mail  residing  on  their  servers.  The 
Wiretap  Act  gives  wire  and  oral  communication  more  protection  than 
it  does  for  electronic  communication,  Torruella  added. 

Privacy  advocates,  including  the  Center  for  Democracy  and  Tech¬ 
nology  (CDT),  questioned  the  appeals  court  ruling.  By  ruling  that  an 
e-mail  was  in  storage  (not  in  transit)  when  it  stopped  for  a  “millisec¬ 
ond”  on  Interloc’s  servers,  the  appeals  court  has  opened  the  doors  for 
law  enforcement  as  well  as  ISPs  to  spy  on  e-mail,  according  to  Lara 
Flint,  staff  counsel  for  the  CDT. 

"We  think  it’s  a  very  strained  interpretation  of  the  law,”  Flint  says  of 
the  ruling.  "I  think  people  understand  that  their  employer  has  the  right 
to  read  their  work  e-mail,  but  I  don’t  think  people  have  the  concept  that 
their  personal  e-mail  is  susceptible  to  being  read  and  used  by  their 
ISPs. ..without  their  consent.” 

But  Councilman’s  lawyer  Andrew  Good  says  the  decision  was  the 
right  one  given  that  Congress  provides  less  protection  for  stored  elec¬ 
tronic  communication  than  it  does  for  other  forms  of  communication. 
Congress  may  want  to  change  the  law,  but  Councilman  didn’t  break 
any  existing  law,  according  to  Good  of  the  law  firm  Good  &  Cormier. 
Under  current  law,  e-mail  users  shouldn’t  expect  privacy,  and  current 
law  doesn’t  distinguish  between  an  e-mail  service  provided  by  an 
employer  or  an  ISP,  Good  adds.  "Everybody  knows,  I  think,  that  when 
you  use  an  e-mail  service  provider  from  an  employer,  a  school  or  an 
ISP,  they  have  access  to  your  e-mail  and  don’t  need  your  permission,” 
Good  says.  -Grant  Gross 


THE  CIO  100 

A  Profile  in  Agility 

When  Greg  Meyer  helped  launch  CIO 
100  honoree  iJET  Travel  Risk  Management 
in  1 999,  the  idea  was  to  provide  travel-related 
risk  management  services,  such  as  alerts  to 
travel  agencies.  Then  9/1 1  happened,  and 
Meyer,  currently  iJET  CTO,  says  the  company 
wanted  to  shift  its  focus — and  do  so  fast.  “On 
9/11,  we  changed  our  business  processes  in 
two  and  a  half  hours,”  Meyer  says.  Instead 
of  travel  agents,  the  company  targeted  multi¬ 
national  corporations  that  sent  employees 
abroad  on  business  travel.  New  services 
included  the  ability  for  companies  to  track 
and  communicate  with  traveling  employees. 

Demonstrating  further  agility,  when  the 
war  in  Iraq  officially  ended,  iJET  once  again 


responded  promptly.  The  latest  iteration 
of  the  company  provides  “high-risk,  high- 
threat,  on-the-ground  information  to  address 
a  specific  mission  or  situation,”  says  Meyer. 
Included  in  iJET’s  current  mission  are  serv¬ 
ices — medical  assistance,  for  example — 
geared  toward  government  agencies  and 
multinational  corporations  that  send  workers 
to  places  rife  with  civil  unrest. 

The  ability  to  change  on  a  dime,  says  Meyer, 
has  been  made  possible  by  an  IT  platform 
that  has  “an  agile,  plug-in  architecture,” 
including  a  geographic  information  system 
that  gives  iJET  customers  multiple  layers 
of  real-time  risk  information,  accessible 
through  a  global  map  interface.  And  by  risk, 
there’s  more  than  just  geopolitical  events 
and  terrorism.  Many  of  iJET’s  nearly  400 
customers  have  assets  such  as  stores,  branch 


offices,  factories  and  personnel  in  areas  prone 
to  earthquakes.  In  the  event  of  an  earthquake, 
iJET  can  deliver  information  via  a  number 
of  customer  interfaces  that  outlines  where 
corporate  assets  are  in  relation  to  the  earth¬ 
quake,  and  that  can  include  eyewitness 
accounts  of  damage. 

Unless  the  world 
stops  changing,  iJET 
is  likely  to  continue 
reinventing  itself.  By 
building  a  platform 
that  enables  the  com¬ 
pany  to  implement 
new  technology  quickly, 

Meyer  believes  iJET 
can  adapt  yet  again 
on  a  moment’s  notice. 

-Megan  Santosus 


GREG  MEYER,  CTO  iJET 
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Consumer  Credit  Law  Targets  Identity  Theft 


Companies  must  destroy  credit  report  data  after  use 


The  Fair  and  Accurate  Credit  Transactions  (FACT)  Act  was  signed 
into  law  in  December  2003.  For  CIOs,  it’s  just  the  latest  in  a  long  line  of 
laws  that  dictate  how  they  manage  their  companies'  data— in  this  case 
information  taken  from  consumer  credit  reports. 

The  FACT  Act,  sponsored  by  Rep.  Spencer  Bachus  (R-Ala.),  amends 
the  Fair  Credit  Reporting  Act  (which  was  enacted  in  1970  to  provide 
privacy  and  accuracy  assurances  to  consumers  concerning  their  credit 
history).  FACT  includes  provisions  aimed  at  reducing  identity  theft — 
a  crime  that  affected  nearly  10  million  Americans  last  year,  according 
to  the  Federal  Trade  Commission. 

While  most  of  the  provisions— such  as  a  clause  that  entitles  consumers 
to  a  free  credit  report  annually— apply  to  financial  services  companies 
or  credit  bureaus,  other  provisions  regarding  the  data  derived  from 
credit  reports  apply  to  every  company  that  uses  them,  says  Robert 
Belair,  a  privacy  lawyer  with  Oldaker,  Biden  &  Belair.  For  example,  car 
dealerships  use  credit  reports  to  determine  if  a  customer  qualifies  for 
credit.  But  FACT  restricts  the  use  of  information  from  credit  reports  for 
marketing  purposes.  The  car  buyer’s  credit  information,  pulled  by  the 


dealership's  finance  company  to  approve  his  car  loan, 
could  not  be  used  by  an  affiliated  company  to  target 
him  with  a  promotion  for  a  credit  card  without  the 
customer’s  permission. 

For  their  part,  CIOs  need  to  make  sure  that  credit 
report  information  is  protected  and  not  combined 
with  any  other  information  that  might  be  used  in 
promotions.  Furthermore,  according  to  the  law,  all 
electronic  records  created  with  information  from 
credit  reports  have  to  be  destroyed  after  use  in  a  way 
that  renders  them  “unrecoverable." 

CIOs  need  to  be  aware  of  which  systems  house  that  information, 
says  Belair,  because  they  "need  to  have  a  plan  for  securing  and  then 
destroying  those  records.”  Unfortunately,  the  FTC,  which  will  enforce 
FACT,  doesn’t  define  what  "unrecoverable"  means  in  its  enforcement 
regulations.  As  is  the  case  with  so  many  federal  regulations,  CIOs  will 
have  to  figure  out  what  to  do  on  their  own. 

-Ben  Worthen 
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ISPs  Must  Stop  Spam, 
Says  FTC  Report 

But  the  prospect  of  federal  rules  looms  if 
vendors  don’t  deliver 


The  Federal  Trade 

Commission  has  given  ISPs 
responsibility  for  develop¬ 
ing  standards  to  authenticate  senders  of 
e-mail — a  step  that  must  happen  before 
a  national  “do  not  e-mail”  registry  is  feasi¬ 
ble.  The  agency  says  it  will  give  technology 
companies  time  and  encouragement  to 
develop  such  standards,  but  it  adds  that 
federally  mandated  standards  are  possible 
if  the  industry  doesn’t  eventually  deliver. 

Under  the  Can-Spam  Act,  which  Con¬ 
gress  passed  last  year  and  which  outlawed 


some  common  spamming  techniques,  the 
FTC  was  required  to  report  on  the  feasibility 
of  a  national  “do  not  e-mail”  list  modeled 
on  its  Do  Not  Call  Registry  for  telemarketers. 
The  agency  reported  in  June  that  an  e-mail 
list  wouldn’t  help  solve  the  problem  because 
it  would  be  used  by  spammers  to  verify  work¬ 
ing  e-mail  addresses  and  to  send  more  spam. 
FTC  Chairman  Timothy  Muris  argues  that 
most  spammers  operate  underground  and 
are  not  afraid  to  break  laws,  unlike  most 
telemarketers. 

Authentication  would  help  stop  spam 


TIMOTHY  MURIS 


FTC  Chairman 


Learn  More 

For  more  information  about  legislation 
combating  spam,  visit  www.cio.com/printlinks. 
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because  it  would  enable  e-mail  servers  to 
verify  if  a  given  message  comes  from  an 
approved  source  and  reject  it  if  it  doesn’t. 
Common  spamming  techniques — such  as 
spoofing — hide  the  identities  of  spammers, 
according  to  the  FTC  report. 

Microsoft  and  other  major  ISPs  have 
begun  work  on  such  authentication  stan¬ 
dards.  “The  government  can  get  in  the 
way,”  says  Dan  Salsburg,  assistant  director 
for  marketing  practices  at  the  FTC.  “We 
want  to  make  sure  that  private  industry 
has  a  chance  to  solve  this,  but  we’re  not 
going  to  sit  back  and  watch  if  it  doesn’t 
happen.”  -Grant  Gross 
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This  report  is  designed  to  help  organizations 
understand  the  potential  of  Integration 
Competency  Centers  (ICCs)  and  how  they 
can  be  used  to  turn  ad  hoc  integration 
requirements  into  a  strategic  advantage. 
Read  this  briefing  to  learn: 

»How  a  Universal  Data  Services  architec¬ 
ture  is  the  foundation  of  an  ICC; 

»The  benefits  that  Integration  Competency 
Centers  can  bring  to  organizations; 

»Ways  organizations  can  streamline  their 
integration  challenges  by  developing  an 


»How  investment  management  firm  T.  Rowe 
Price  successfully  deployed  its  ICC. 


EXECUTIVE  SUMMARY 


Integration  Competency  Centers 
Reduce  Complexity  and  Costs  of  Enterprise 
Systems,  Processes  and  People 


In  the  space  of  a  few  years  in  the  early  1900s, 

Ford  Motor  Company  went  from  making  custom  auto¬ 
mobiles  to  turning  out  Model  Ts  at  the  rate  of  almost  two 
million  a  year.  While  the  assembly  line  was  the  enabling 
technology  for  this  remarkable  feat,  just  as  important  to 
Fords  success  were  the  processes,  best  practices  and  people 
behind  the  assembly  line. 


Amazingly,  some  of  the  same  approach¬ 
es  that  Ford  used  to  dominate  the  auto 
industry  enable  today’s  companies  to  gain 
control  over  something  completely  differ¬ 
ent — the  increasingly  complex  challenge 
of  enterprise  integration.  Just  as  the  early 
years  of  auto  manufacturing  evolved  from 
custom  jobs  to  assembly  lines,  the  prob¬ 
lem  of  integration  has  evolved  from  one- 


off  projects  to  the  repeatable,  sustainable 
structure  of  an  Integration  Competency 
Center  (ICC).  Integration  Competency 
Centers  allow  forward-looking  organiza¬ 
tions  to  apply  the  same  attention  to 
processes,  best  practices  and  people  that 
Ford  did  to  his  assembly  line,  and  turn  a 
jumble  of  ad  hoc  integration  projects  into 
a  coordinated,  efficient  and  timely  inte¬ 


gration  strategy.  An  ICC  is  a  shared  IT 
resource  that  provides  the  best  practices, 
skills,  processes  and  technologies  neces¬ 
sary  to  complete  multiple  data  integration 
projects  rapidly  and  cost-efficiently. 

Creating  a  successful  ICC  requires  a 
strong  balance  of  people,  processes  and 
technologies,  as  well  as  the  right  under¬ 
lying  architecture.  For  Ford,  the  perfect 
architecture  was  the  assembly  line, 
which  allowed  automakers  to  streamline 
and  control  the  assembly  of  their  cars. 
Many  organizations  today  are  turning  to 
service-oriented  architectures  (SOA)  as  a 
necessary  approach  for  total  data  inte¬ 
gration.  The  right  architecture  for  an 
ICC  is  centered  around  a  set  of  univer¬ 
sal  data  services  (UDS)  that  delivers  a 
consistent  approach  to  defining  and 
accessing  data  sources — no  matter  how 
heterogeneous — in  an  industry-standard 
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Various  models  of  ICC  deployment — providing  a  uniform  approach  across  data 
integration  initiatives. 


way.  UDS  enable  organizations  to 
strategically  streamline  their  data  inte¬ 
gration  architecture  while  enabling 
future  flexibility  and  adaptability.  Done 
right,  an  ICC  approach,  based  on  a 
UDS  architecture,  can  be  used  to  turn 
ad  hoc  integration  requirements  into  a 
strategic  business  advantage. 

Building  an  Efficient 
and  Effective  Integration 
Strategy 

For  many  companies,  ad  hoc  integration 
solutions  and  hand  coding  have  resulted 
in  a  “hairball”  of  interconnections 
between  systems  that  are  difficult  to  man¬ 
age  efficiently  and  almost  impossible  to 
leverage  strategically.  Purely  technological 
approaches,  such  as  enterprise  application 
integration  (EAI)  packages,  have  typically 
only  served  to  accelerate  the  growth  of 
the  hairball  when  used  on  a  project  basis, 
without  addressing  the  issues  of  process, 
people  and  standardization. 

“It’s  not  all  about  technology— it’s  usu¬ 
ally  more  about  people,  processes  and  the 
right  architecture,”  says  David  Lyle,  vice 
president  of  product  strategy  at 


Informatica.  “For  most  companies,  it’s  an 
organizational,  not  a  technological,  issue.” 

The  ICC  approach  offers  the  opportu¬ 
nity  for  organizations  to  move  from  hand 
coding  and  brittle  point-to-point  integra¬ 
tion  to  the  scalable  production  and  flexi¬ 
ble  management  of  multiple  integration 
initiatives,  without  requiring  a  correspon¬ 
ding  investment  in  personnel,  which 
results  in  cost  savings.  While  competency 
centers  may  be  new  to  some  companies, 
they  represent  a  proven  approach  that 
helps  organizations  to  efficiently  and 
effectively  meet  new  integration  and 
business  challenges  without  having  to 
re-invent  the  wheel  each  time. 

For  example,  one  major  Fortune  500 
company  had  financial  data  stored  in  20 
different  mainframe  systems  around  the 
globe,  with  1 1  different  data  mart  projects 
for  various  lines  of  business.  Although 
much  of  the  source  data  needed  for  the 
data  marts  was  similar,  the  company’s 
decentralized  development  efforts  prevent¬ 
ed  reuse  across  teams  and  resulted  in 
redundant  data  integration  functionality. 

The  company’s  problem  is  typical. 

Despite  a  myriad  of  new  technologies  and 
products,  organizations  continue  to  find 
themselves  creating  unnecessary  complexity 


and  adding  costs  by  resorting  to  piecemeal 
data  integration  approaches.  Responding  in 
a  timely  manner  to  new  business  require¬ 
ments  and  opportunities  requires  the  abili¬ 
ty  to  easily  integrate  new  applications  with 
existing  corporate  data  sources  and  en¬ 
abling  the  rapid  reuse  of  data.  Yet  most 
organizations  are  hobbled  with  inconsistent 
data  integration  approaches  and  tools  that 
provide  tactical  answers  at  the  expense  of 
strategic  solutions. 

While  specific  technologies  or  prod¬ 
ucts  are  indispensable  in  building  a 
strategic  solution,  they’re  not  the 
answer.  Instead,  the  real  answer  lies  in 
the  people  and  processes. 

Integration  Competency 
Centers — How  and  Why 

While  the  phrase  “Integration 
Competency  Center”  has  a  formal  ring 
to  it,  it’s  not  as  all  encompassing  as  it 
sounds.  In  reality,  an  Integration 
Competency  Center  doesn’t  have  to  be 
big.  You  want  to  set  realistic  expectations 
for  it  and  have  pragmatic  goals  in  mind 
when  establishing  an  ICC.  For  example, 
a  typical  business  intelligence  or  data 
warehousing  competency  center  might 
have  a  team  of  five  or  six  people. 

In  short,  an  ICC  is  typically  a  shared, 
centralized  resource  that  defines  uniform 
approaches  to  integration  with  reusable 
assets.  There  are  a  variety  of  ways  to  set 
up  an  ICC — from  simply  defining  a 
series  of  best  practices  to  specifying  spe¬ 
cific  tools  or  architectures  that  must  be 
used,  to  providing  centralized  developers 
and  architects  that  can  actually  create  and 
manage  integrations.  What’s  right  for 
your  company  depends  on  such  things  as 
the  corporate  structure  (centralized  or 
decentralized),  frequency  of  projects,  your 
level  of  standardization  and  your  IT 
infrastructure. 

An  ICC  frequently  sets  integration 
standards  for  the  corporation,  including 
open  standards  or  the  selection  of  specif¬ 
ic  products.  In  either  case,  standards  can 
increase  reuse,  lower  costs  and  provide 
more  flexible  allocation  of  IT  personnel 
across  projects.  The  ICC  model  also 
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Increased  Scale 

The  combination  of  technology  and  archi¬ 
tectural  standards,  best  practices  for  design 
and  implementation,  and  a  library  of  reuse- 
able  components  make  an  ICC  approach 
inherently  more  scalable  than  one-off, 
point-to-point  integrations. 

Holistic  View 

The  ICC  model  also  decreases  the  time- 
to-market  for  new  applications,  data  ware¬ 
house  updates  or  reporting  changes  need¬ 
ed  by  the  business,  since  it  can  provide  a 
holistic  view  of  enterprise  data.  Without  a 
competency  center,  the  data  in  most  com¬ 
panies  is  locked  into  stovepiped  resources, 
with  no  consistent  access  mechanism.  An 


ICC  can  change  all  that  by  providing  uni¬ 
fied  access  to  corporate  data.  Not  only 
does  the  reservoir  of  pre-tested  and  stan¬ 
dardized  services  make  modification  or 
creation  of  new  data  movement  solutions 
faster  and  more  efficient,  but  the  stan¬ 
dardized  processes  supplied  by  the  compe¬ 
tency  center  can  reduce  time-to-market 
and  improve  the  consistency  and  quality 
of  the  completed  solution.  For  business 
users  and  managers,  that  translates  into 
better  information,  more  quickly. 

Business  Value 

Through  a  competency  center,  the  IT 
group  can  provide  business  users  more 
timely  data  as  well  as  a  better  understand¬ 


ing  of  what  data  is  available  and  how  to 
access  it.  “Integration  competency  centers 
provide  the  platform  for  the  business  users 
to  use  and  integrate  business  data  more 
efficiently,”  says  Joshua  Greenbaum,  princi¬ 
pal  of  Enterprise  Applications  Consulting. 
“The  business  side  has  always  had  a  prob¬ 
lem  conceptualizing  what  they  have.  Now 
integration  competency  centers  let  them 
look  at  it  in  a  more  logical  and  strategic 
fashion.”  Some  companies  even  find  that 
an  ICC  can  help  redraw  the  way  that  tech¬ 
nology  supports  the  business. 

Four  ICC  Models 

Building  an  ICC  doesn’t  have  to  be  a  mon- 


Rowe  Price 

ys  Off  With 
siness  Value 

organizations,  after  years 
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ent  process.  To  solve  the  problem,  T. 
an  ICC  approach. 
i  to  make  sure  we  had  all  the  tools  in 


business  challenges,”  says  Gary 
ase  Services  and  Architecture, 
idividual  Investor  Data  Management 
:  to  provide  world-class  service,  the 
1  a  competency  center  to  handle  data 
ross  its  data  warehouse  environments. 

Price  has  15  projects  using  the 
enter  with  ETL  software  such  as 
tica  PowerCenter®  and  Data  Quality  tools  from 
First  Logic.  Key  to  the  success  of  those  projects  was 
the  creation  of  T.  Rowe  Price’s  ICC. 

To  make  sure  they  did  it  right,  T.  Rowe  Price  leaders 
took  three  months  up  front  (before  initiating  new  proj- 
make  sure  they  put  the  best  practices, 


processes  and  infrastructure  in  place — an  investment 
of  time  and  effort  that  they  consider  crucial  to  the 
overall  success  of  the  competency  center.  T.  Rowe 
Price  looked  to  Informatica  for  advice  on  everything 
from  naming  conventions  and  standards  to  setting  up 
the  metadata  repository  to  capture  the  appropriate 
information.  “The  first  thing  we  did  was  to  partner 
with  Informatica,”  says  Reicher.  "They  helped  us  put 
together  a  framework  and  structure  for  how  we  could 
handle  things  like  change  management  and  best  prac¬ 
tices  for  design,  as  well  as  how  to  create  an  infra¬ 
structure  that  could  handle  multiple  projects  concur¬ 
rently — that  was  really  important  to  us.” 

T.  Rowe  Price’s  ICC,  which  has  been  in  production 
for  more  than  a  year,  is  an  example  of  the  shared 
services  approach,  since  it  has  two  full-time  staffers 
that  are  available  to  assist  developers.  The  center 
has  two  main  focuses:  supporting  a  growing  library  of 
ETL  code  and  scripts  for  new  projects,  as  well  as  edu¬ 
cating  development  teams  on  shared  integration 
objects  (such  as  sources  or  targets). 

For  T.  Rowe  Price,  an  added  bonus  of  the  competen¬ 
cy  center  was  that  it  allowed  the  IT  group  to  sell  the 
concept  of  “data  stewardship”  to  the  business  man¬ 
agers.  This  was  sold  at  the  senior  executive  level  of 
each  business  line  by  Mike  Goff,  CTO  and  Managing 


umental  endeavor.  Instead,  most 
organizations  find  themselves  creating 
one  by  progressing  through  a  series  of 
steps,  adding  new  processes,  skills  and 
technologies  to  support  the  compe¬ 
tency  center  as  needed.  In  fact, 
research  conducted  by  Informatica 
consistently  identified  four  main 
models  of  an  ICC,  with  the  appropri¬ 
ate  one  determined  by  individual 
company  requirements: 

Best  Practices 

Best  practices  provide  a  basic  way  to 
share  integration  knowledge  across 
projects  and  teams.  They  can  be  col¬ 
lected  in  a  variety  of  formats,  such  as 


documents,  portals  or  even  as  a  set  of 
human  resources  or  experts.  With  a 
best  practices  approach,  organizations 
may  still  have  individual  teams  creat¬ 
ing  integration  solutions,  but  in  a 
consistent  way.  Sample  integration 
best  practices  might  include  which 
tools  to  use,  how  to  configure  them, 
or  the  best  way  to  integrate  with  cer¬ 
tain  data  sources. 

Technology  Standards 

Even  with  individual  teams  tackling 
different  integration  projects,  sharing 
the  same  tool  set  and  environment 
can  enable  more  collaboration  and  re¬ 
use.  Sharing  the  tools  and  technology 


standards  makes  development  and 
maintenance  more  synergistic  and 
allows  everyone  to  share  the  same  ter¬ 
minology  and  structure. 

Shared  Services 

This  approach  calls  for  a  shared  servic¬ 
es  team  that  is  responsible  for  the  defi¬ 
nition  of  the  appropriate  processes, 
naming  conventions  and  setting  up  the 
shared  environment  or  integration  tool 
sets.  They  act  as  a  central  resource  to 
help  individual  development  teams 
design  and  implement  their  integration 
projects  and  ensure  that  they’re  meet¬ 
ing  the  defined  standards  and  using 
the  appropriate  architecture  and  tools. 

continued  on  page  6 


Director  of  T.  Rowe  Price  investment  Technologies. 
In  the  past,  data  consistency  had  been  a  big  prob¬ 
lem,  with  multiple  definitions  of  data  spread 
across  the  company.  “We  were  able  to  convince 
the  business  users  that  the  Informatica  software 


uate  how  the  competency  center  might  help.  "In 
the  past  six  months,  we’ve  been  able  to  win  a  lot 
of  those  projects,"  says  Reicher.  “In  addition, 


another  big  advantage  for  them  is  that  it’s 


easier  to  do  imp 


“The  benefits  have  been  straightforward— we’ve 
reduced  maintenance  requirements  and  cost, 
improved  the  consistency  of  development,  and 
increased  data  quality  while  giving  business 
users  ownership  of  the  data.” 


suite  could  help  them  do  their  analysis  while  keep¬ 
ing  the  data  consistent  within  the  company,”  says 
Reicher. 

According  to  Reicher,  “The  foundation  for  suc¬ 
cess  of  the  competency  center  was  the  current 
organizational  structure  (Centers  of  Excellences) 
spearheaded  by  Mike  Goff  a  few  years  ago,  which 
enabled  our  team  to  succeed  in  the  creation  of 
our  competency  center."  This  gave  our  team  the 
incentive  to  partner  with  different  development 
groups  and  analyze  their  strategic  projects  to  eval- 
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data,”  says  Reicher.  “I 
allowed  us  to  really  explain  how  data  is  beir 
used  and  see  how  things  can  be  done  better  in 
the  future.” 


UDS  Defined 

Universal  Data  Services  is 
Fundamental  to  ICC  Strategy 

While  an  ICC  helps  organizations  tame  integration  complexity  by  put¬ 
ting  the  spotlight  on  people  and  processes,  it’s  also  important  to  consider 
the  architecture  of  the  data  services  that  will  form  the  foundation  of  the 
competency  center.  In  fact,  for  many  organizations,  the  demand  for  a  new 
architectural  approach,  one  that  provides  a  ubiquitous  integration  layer 
across  the  entire  enterprise  architecture  and  supports  the  dynamic  assem¬ 
bly  of  data  services,  is  fast  becoming  a  requirement  for  keeping  pace  with 
growing  data  demands  and  infrastructure  complexity. 

As  a  result,  many  organizations  are  turning  to  service-oriented  architec¬ 
tures  (SOA)  as  a  necessary  approach  for  total  data  integration.  Using  a 
service-oriented  architecture  as  a  basis  for  data  services  provides  IT  with 
a  way  to  extend  the  enterprise’s  interaction  with  data  and  take  advantage 
of  existing  EAI,  Ell,  ETL  and  Bl  approaches  through  a  unified  set  of 
shared  services  called  universal  data  services  (UDS).  UDS  provides  a 
consistent  and  unified  approach  to  data  interaction  through  data-centric, 
unified  services. 

"Universal  Data  Services  (UDS)  from  Informatics  is  one  example  of 
sound  integration  architecture,  and  it  can  serve  as  a  valuable  resource  for 
information  location  and  relevance,”  notes  Eric  Austvold,  research  director 
at  AMR,  in  “Integration  Competency  Centers:  Cutting  Millions  Out  of 
Integration  Projects,”  July  2004.  “Informatica's  consistent  methodology  is 
designed  to  help  reduce  the  pain  of  integration  and  complements  other 
integration  technology.  Because  UDS  serves  as  a  library  of  reuse,  it  prom¬ 
ises  to  save  money  and  integration  resources.” 

Universal  Data  Services  enables  more  than  just  leveraging  existing 
resources — it  also  helps  IT  to  innovate  and  deliver  new  solutions  for  inte¬ 
grating  business  data  in  ways  that  were  previously  very  difficult.  Universal 
Data  Services  delivers  rapid  development  and  deployment  leveraged  across 
initiatives,  increasing  responsiveness  to  business  demands  with  a  “design 
once,  deploy  anywhere”  approach.  It  also  provides  increased  data  confi¬ 
dence  by  offering  a  uniform  way  for  interacting  with  enterprise  data. 

“The  idea  of  UDS  is  to  pull  your  different  individual  data  movement, 
transformation  and  integration  functions  into  a  single  architecture  that  can 
then  be  accessed  via  Web  Services,”  says  Joshua  Greenbaum,  principal  of 
Enterprise  Applications  Consulting.  “It’s  a  way  to  leverage  the  use  of  data 
services  across  the  enterprise  to  become  more  efficient.  By  structuring 
them  as  services,  you  can  increase  their  use  at  a  relatively  low  cost  to  the 
IT  department." 


provides  a  way  to  define  appropriate 
(and  consistent)  architectures  for 
integration.  For  example,  the  archi¬ 
tecture  defined  by  a  competency 
center  might  be  something  as  simple 
as  a  data  relationship  design  or  the 
requirement  for  developers  to  use 
established  integration  hubs  instead 
of  point-to-point  interfaces. 

“With  an  architectural  design 
applied  consistently,  employees  need 
less  training  and  learn  how  to  do  each 
others  work  easily.  Consequently, 
managers  have  more  options  assigning 
personnel  to  projects,”  notes  Philip 
Russom,  principal  analyst,  Forrester 
Research,  in  Forresters  March  2004 
Best  Practice  Report,  “Successful  Data 
Integration  Requires  Architecture.” 
“With  consistent  architecture  comes 
consistent  use  of  integration  tools,  so 
developers  can  reuse  objects  and  inter¬ 
faces  created  in  these  tools  across  mul¬ 
tiple  projects  and  versions  of  projects.” 

In  many  cases,  creating  an  integra¬ 
tion  competency  center  may  require 
more  planning  and  investment  com¬ 
pared  to  the  initial  cost  of  hand¬ 
coding  data  integrations  or  using  a 
series  of  ad  hoc  point-to-point  integra¬ 
tions,  but  that’s  not  the  whole  story. 
When  used  for  more  than  one  project, 
an  ICC  can  deliver  huge  benefits  to 
both  the  IT  and  business  side  of  an 
organization.  Among  the  benefits: 

Better  Reusability 

One  of  the  key  benefits  of  an  ICC  is 
its  ability  to  increase  the  amount  of 
reuse  for  integration  and  data  servic¬ 
es.  For  example,  an  organization 
using  multiple  data  integration  tools 
can’t  reuse  integration  objects  across 
projects,  while  if  the  organization 
standardized  on  a  specific  tool,  the 
integration  objects  could  easily  be 
reused  across  projects.  Greater  reuse 
leads  to  development  and  mainte¬ 
nance  cost  reductions — though  many 
organizations  will  invest  the  savings 
back  into  the  competency  center  to 
fund  more  projects. 

continued  on  page  4 
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Forces  of  Change 

Business,  Technology  and 
Legislation  Drive  Adoption 
of  ICC  Models 


Although  the  ICC  concept  is  straightforward,  and  other  types 
of  competency  centers  (also  called  Centers  of  Excellence) 
have  been  around  for  years,  the  ICC  approach  has  suddenly 
become  hot. 

“Though  competency  centers  have  been  around  for  years  (for 
areas  in  IT  like  databases,  data  warehousing,  and  application 
development),  a  more  recent  phenomenon  is  the  type  devoted 
specifically  to  integration,”  writes  Philip  Russom,  principal  ana¬ 
lyst,  Forrester  Research,  in  Forrester’s  June  2004  Best  Practice 
Report  “Selecting  A  Corporate-Standard  ETL  Tool,”  “One  of  the 
many  tasks  of  the  integration  competency  center  (ICC)  is  to 
select  corporate-standard  integration  tools  of  various  types  (like 
EAI,  BPI,  Ell,  ETL,  etc.).” 

Organizations  create  integration  competency  centers  for  a  vari¬ 
ety  of  reasons,  although  some  key  driving  forces  stand  out: 


Ad  hoc  EAI:  While  enterprise  application  integration  (EAI) 
products  can  be  part  of  an  ICC,  the  proliferation  in  some  compa¬ 
nies  of  one-off  integration  solutions  across  different  depart¬ 
ments  (often  based  on  different  EAI  products)  has  caused  some 
organizations  to  look  for  a  more  strategic  process  for  integra¬ 
tion.  “In  many  cases,  companies  are  rallying  around  the  best 
practices  or  central  services  aspects  of  ICC  models  as  their 
best  solution  for  getting  their  arms  around  the  integration 
issue,”  says  David  Lyle,  vice  president  of  product  strategy, 
Informatica. 

Regulation:  For  some  companies,  the  drivers  have  been 
new  regulatory  requirements  such  as  Sarbanes-Oxley  and 
Basel  2.  In  these  situations,  the  ICC  approach  helps  by  reduc¬ 
ing  redundant  data  access,  transformation  and  integration 
processes,  making  data  and  processes  more  consistent  and 
easier  to  audit. 

Mergers  and  Acquisitions:  As  might  be  expected,  mergers 
and  acquisitions  are  another  big  driver  for  ICC  strategies,  since 
the  centers  enable  the  IT  organization  to  define  standard  ways 
to  integrate  data  from  newly  acquired  systems.  This  reduces  the 
amount  of  time  required  to  merge  an  acquired  company's  IT 
assets  and  business  information  while  increasing  the  consisten¬ 
cy  and  quality  of  the  integration. 


Central  Services 

The  central  services  model  takes  the 
shared  services  approach  one  step  further 
by  staffing  the  ICC  with  developers  and 
resources  for  actually  implementing  and 
maintaining  specific  integration  compo¬ 
nents  and  projects.  In  effect,  it  brings 
the  development  that  was  being  done  in 
the  individual  departments  in  the  shared 
services  model  into  the  competency  cen¬ 
ter.  One  of  the  additional  benefits  of  this 
approach  is  that  the  competency  center 
is  able  to  rigorously  enforce  standards 
and  processes  to  ensure  more  consistency 
and  greater  reusability. 

Conclusion 

An  ICC  approach  provides  organizations 
with  a  practical  architecture  for  efficiently 
tackling  data  integration  at  the  enterprise 


level,  rather  than  at  the  departmental 
level.  Just  as  Ford  changed  the  way  that 
businesses  manufactured  items  through 
the  use  of  technology  (the  assembly  line) 
and  attention  to  the  people,  processes  and 
best  practices  that  supported  it,  todays 
enterprises  can  dramatically  improve  the 
success  and  reduce  the  cost  of  integration 
projects  by  combining  integration  tech¬ 
nologies  with  best  practices,  standardiza¬ 
tion  and  the  strategic  resources  of  an  ICC. 

In  addition,  using  a  UDS  architecture 
as  the  foundation  for  ICCs  reduces  com¬ 
plexity  across  systems,  processes  and 
resources,  providing  an  agile  and  adapt¬ 
able  structure  for  building  data-centric 
processes,  such  as  data  migration,  syn¬ 
chronization,  warehousing  and  business 
activity  monitoring. 

In  fact,  for  many  organizations,  taking 
a  first  step  toward  an  ICC  is  as  straight¬ 


forward  as  starting  to  collect  common 
integration  best  practices  or  defining 
baseline  technology  standards.  By  focus¬ 
ing  on  the  process  of  integration,  instead 
of  just  the  technologies,  business  and  IT 
leaders  can  start  to  turn  tactical  integra¬ 
tion  requirements  into  strategic  vision. 


To  learn  more  about  Universal  Data  Services 
and  for  your  Integration  Competency  Center  kit, 
please  visit  www.informatica.com/icckit. 
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Because  you  still 
need  to  demonstrate 
the  value  of  IT. 

We  offer  a  wealth  of  different  perspectives 
to  give  you  more  ways  of  looking  at  value: 

Views  from  the  Top  on  IT  Enterprise  Value.  A  CEO, 
CFO,  and  COO  talk  about  their  views  on  IT  value, 
and  how  to  overcome  the  difficulty  CIOs  often  have 
in  articulating,  demonstrating  and  delivering  value. 

Conversations  with  This  Year’s  CIO  Enterprise 
Value  Award  Winners.  Meet  with  the  stars  of  this 
year’s  winning  organizations;  it’s  your  chance  to 
take  away  lessons  you  can  apply  to  your  own 
organization  back  home. 

Workgroups  Centered  on  a  Business/IT  Case 
Study.  We've  chosen  a  case  for  its  emphasis  on  the 
strategic  and  competitive  value  of  IT;  participants 
are  tasked  with  developing  a  set  of  recommenda¬ 
tions  for  the  enterprise's  CIO. 


Because  you  crave 
commiseration, 
validation  & 
inspiration. 

We  give  you  more  true  peer  networking 
to  meet  and  learn  from  each  other  over 
three  days,  so  you  have  quality  time  for: 

Commiseration.  No  one  else  understands  the  pres¬ 
sures,  problems  and  pain  a  CIO  experiences  better 
than  another  CIO— especially  when  it  comes  to 
showing  IT  value. 

Validation.  Find  out  from  your  peers  which 
processes,  policies  and  products  work,  and  which 
don’t. 

Inspiration.  Get  new  ideas  from  the  CIOs  who’ve 
been  on  the  leading  (sometimes  bleeding)  edge  of 
the  profession,  and  from  our  special  guests. 
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CIO  Perspectives  on  Enterprise  Value 
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The  ultra  reliable  IBM  eServer  xSeries  365  system  -  with  powerful  Intel8  Xeon™  processors  -  can  make  your  work,  and 
IT  selection  process,  easier.  With  three  levels  of  memory  protection  and  a  comprehensive  monitoring  of  key  components,  it’s 
all  about  uptime.  So  you  get  outstanding  reliability  when  running  mission-critical  ERP,  collaboration  and  database  applications. 
The  works.  Management  is  easier,  too.  You  can  have  around-the-clock  remote  access,  on  demand.  And  system  status  can  be 
available  even  when  powered  off.  For  more  on  highly  available,  manageable  xSeries  servers,  go  to  ibm.com/eserver/advantage 


5  reasons  more  and  more  businesses  are  turning  to  IBM  eServer"'  xSeries ®  systems  with  Intel  Xeon  processors. 


Scale  1-16  way  with  select 

IBM  Director  systems 

Linux-ready  through 

Mainframe-inspired 

24/7/365  optional  onsite 

models.  Pay  as  you  grow. 

management. 

the  entire  line. 

technologies. 

hardware  support.1 
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The  easy  choice.  Dependability. 
IBM  eServer  xSeries  365  system. 


'Additional  charges  apply.  Standard  support  includes  next-business-day  response  in  some  countries.  IBM,  the  e-business  logo,  eServer,  the  eServer  logo  and  xSeries  are  trademarks  or  registered  trademarks  of 
International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Intel,  Intel  Inside,  the  Intel  Inside  logo  and  Intel  Xeon  are  trademarks  or  registered  trademarks  of  Intel  Corporation 
or  its  subsidiaries  in  the  United  States  and  other  countries.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©2004  IBM  Corporation.  All  rights  reserved. 
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Leadership 


Agility  in 
Adversity 

How  you  can  handle  a  crisis  with  a  clear  head 

and  a  can-do  approach 

CLARE  BOOTHE  LUCE,  writer;  editor,  diplomat  and  wife  of  Time  maga¬ 
zine  founder  Henry  Luce,  once  said,  “There  are  no  hopeless  sit¬ 
uations;  there  are  only  men  who  have  grown  helpless  about 
them.”  Learning  to  deal  with  adversity  in  your  company,  your 
career  and  your  life  is  an  essential  element  of  effective  leadership. 

Many  times  you  succeed  not  by  what  you  do  when  things  are 
going  well,  but  by  what  you  do  when  they  are  not.  Just  as  an 
agile  company  more  easily  retains  its  competitive  edge,  strong, 
agile  leaders  have  a  knack  for  turning  problems  into  opportu¬ 
nities  and  for  bouncing  back  from  adversity. 

I  once  had  a  job  with  a  division  of  an  oil  company,  which  had 
assigned  me  to  manage  its  regional  technology  operations  in  the 
Southwest.  Less  than  a  year  after  my  move  across  country,  the 
company  divested  this  division.  The  next  thing  I  knew  I  was 
working  for  the  company’s  exploration  and  production  divi¬ 
sion.  Here  I  was:  a  woman,  a  nonengineer  and  an  Easterner  to 
boot.  Definitely  not  a  prescription  for  success! 

I  could  have  moaned  about  the  unfairness  of  life  or  quit  and 
ran  away,  but  instead  I  mourned  my  loss  for  about  30  seconds 
and  then  looked  for  opportunities.  1  ended  up  leading  an 


upgrade  of  the  company’s  scientific  computing  and  data  envi¬ 
ronment — to  the  delight  of  the  geologists  and  engineers.  This 
period  turned  out  to  be  one  of  growth,  during  which  I  built  rela¬ 
tionships  and  expanded  my  knowledge  of  a  challenging  business. 
The  experience  enhanced  my  credentials  as  a  leader. 

Crisis  Mismanagement 

It’s  tempting  to  try  to  get  out  of  a  jam  by  whining,  pointing  fin¬ 
gers  or  covering  up  the  problem.  But  such  responses  undermine 
your  credibility  and  strength  as  a  leader.  Let’s  take  a  look  at 
some  responses  to  adversity  that  you  should  avoid. 

■  The  “It’s  not  fair"  whine.  It  may  be  comforting  to  wallow  in 
self-pity,  but  whining  about  the  unfairness  of  life  is  a  waste  of 
time.  If,  at  this  stage  in  life,  you  still  harbor  expectations  of  fair¬ 
ness  then  you  must  have  led  a  charmed  existence.  Welcome  to 
the  real  world!  Failing  to  deal  with  what  is  while  lamenting 
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Consider  the  dots  connected.  The  end-to-end  voice  over  IP  solution  we  designed 
for  Crate  and  Barrel  features  a  unified  IP  messaging  platform  and  the  most  advanced 
hardware  available.  The  new  system  will  save  them  a  bundle  on  maintenance,  management 
and  wiring,  while  easing  the  cost  and  complexity  of  adding  features  or  employees.  And 
it’s  already  improving  productivity,  helping  over  400  associates  make  millions  of  customers 
feel  right  at  home.  To  find  out  more,  go  to  sbc.com/dots.  GOING  BEYOND  THE  CALL.' 
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what  you  wish  would  be  also  sets  a  poor  example.  If  your  staff 
responds  this  way  when  faced  with  setbacks  at  their  level,  the 
organization’s  problem-solving  muscles  will  atrophy. 

■  Faultfinding.  While  knowing  who  is  at  fault  in  a  crisis  may 
be  useful  for  coaching  that  individual  to  avoid  future  mishaps, 
finger-pointing  distracts  from  the  task  of  dealing  with  the  prob¬ 
lem.  It  will  drive  your  staff  to  defend  their  actions  rather  than  to 
focus  on  solutions,  wasting  vital  energy.  Faultfinding  also  has  a 
deleterious  effect  in  the  long  run,  because  people  avoid  risks  in 
order  to  avoid  the  wrath  of  a  blame-seeking  leader. 

■  The  cover-up.  Fear  of  the  consequences  of  a  mistake  may 
tempt  you  to  try  to  hide  it,  especially  if  you  are  culpable  in  any 
way.  Recent  headlines  should  dissuade  you  from  taking  this 
path.  Burying  a  problem  or  ignoring  it  will  likely  make  it  worse. 
Other  people  will  see  your  problem  festering  and  question  your 
lack  of  action.  This  will  undermine  your  credibility. 

The  above  responses  aren’t  agile  because  they  take  the  focus 
off  the  problem  rather  than  lead  to  a  quick  resolution. 

Agility  in  Adversity 

The  better  approach  is  to  understand  that  despite  your  best 
efforts  negative  things  will  happen — and  when  they  do,  you 
need  an  agile  response.  An  agile  response  will  be  speedy  and 
action-oriented  and  will  rally  support  from  your  organization  for 


what  may  involve  significant  change.  Having  an  agile  crisis  man¬ 
agement  process  is  a  distinct  advantage  for  you  as  a  leader.  It 
will  enable  you  to  zig  and  zag  down  the  path  to  success. 

Start  with  a  positive  attitude  to  inspire  confidence  within  your 
organization.  Then  follow  these  five  steps  to  recover  from  a  cri¬ 
sis.  You  will  emerge  from  adversity  in  a  position  of  strength. 

1.  See.  Perhaps  the  biggest  contributor  to  dealing  with  a 
crisis  successfully  is  to  see  it  coming  or  at  least  acknowledge  it 
when  it  arrives.  Being  quick  to  see  clearly  will  get  your  recovery 
off  to  a  fast  start.  Avoid  putting  on  the  blinders  that  will  keep 
you  in  the  dark  about  the  mistakes — maybe  yours — that  gener¬ 
ated  the  crisis. 

2.  Think.  Analyze  the  problem  and  develop  a  plan  of  action. 
This  is  probably  the  easiest  step  for  those  of  us  in  the  technical 
field  because  we  are  accustomed  to  thinking  about  multiple, 
innovative  solutions  to  problems.  In  a  crisis,  think  aggressively 
to  create  several  alternative  paths  of  action.  You  will  need  to 
prepare  a  response  because  your  organization  will  likely  be 
affected  even  if  the  critical  event  is  focused  at  the  corporate  level. 


3.  Tell.  Communicate  with  all  constituencies,  and  tell  as 
much  as  you  are  able  to  reveal.  You  have  a  responsibility  to 
keep  your  people  informed  because  their  lives  may  be  affected. 
Furthermore,  without  accurate  information  people  will  specu¬ 
late — and  reach  conclusions  that  are  usually  much  worse  than 
the  actual  situation.  Your  demeanor  should  be  one  of  calm 
control:  If  you  seem  panicked,  you  do  not  look  strong. 

As  you  communicate  with  your  staff,  accept  accountabil¬ 
ity  for  your  own  errors.  Years  ago  I  learned  from  a  study  on 
upwardly  mobile  leaders  that  only  the  mediocre  ones  do  not 
acknowledge  their  own  mistakes.  Honesty  is  the  best  policy 
because  it  engenders  trust.  People  will  deliver  incredible  per¬ 
formance  for  trusted  leaders,  and  that  performance  is  what 
will  enable  your  recovery. 

4.  Do.  Act  with  a  laser-like  focus.  Make  recovering  from  the 
crisis  your  top  priority  and  do  not  be  distracted  by  the  bump  in 
the  road.  The  strengths  that  got  you  where  you  are  today  will 
help  you  drive  to  a  result.  Remember  that  persistence,  resilience 
and  courage  to  take  on  big  risks  will  be  key  factors  in  your 
ability  to  withstand  the  ever-present  crises. 

5.  Review.  When  the  crisis  is  under  control,  review  the  les¬ 
sons  learned.  Elements  of  your  review  should  include  how  you 
could  have  seen  the  situation  coming  faster,  how  you  can  avoid 
it  in  the  future  and  the  effectiveness  of  your  response.  To  ensure 

the  review  focuses  on  improvement, 
avoid  the  blame  game.  Otherwise,  you 
lose  the  ability  to  get  the  level  of  candor 
that  will  fuel  improvements  to  processes 
or  operations. 

I  have  used  this  agile  approach  to 
crisis  management  successfully  many 
times.  Whether  I  faced  budget  miscalculations  that  upset  my 
organization’s  plans,  abrupt  business  reversals  that  required 
cancellation  of  infrastructure  projects  or  personal  crises  that 
demanded  a  reordering  of  my  priorities,  having  an  agile 
approach  has  helped  me  handle  the  adversities  of  life. 

Whether  your  life  is  relatively  smooth  or  a  series  of  roller¬ 
coaster  rides,  it  is  comforting  to  know  that  you  have  a  tried- 
and-true  approach  to  dealing  with  adversity.  With  these  steps  to 
guide  you,  you  can  develop  a  grace  under  fire  that  will  enable 
you  to  keep  your  cool  and  your  perspective  during  the  small 
excitements  of  corporate  life  as  well  as  those  devastating  crises 
that  may  impose  themselves  on  your  company.  Just  remember 
that  old  homily:  Leaders  are  like  teabags.  The  longer  they  are 
in  hot  water,  the  stronger  they  get!  EH3 


Send  your  thoughts  about  this  column  to  leadership @ 
cio.com.  Before  retiring  in  1999,  Patricia  Wallington 
was  corporate  vice  president  and  CIO  at  Xerox.  She  is 
now  president  of  CIO  Associates  in  Sarasota,  Fla. 


An  agile  response  will  be  speedy,  action-oriented 
and  will  rally  support  from  your  organization  for 
what  may  involve  significant  change. 
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We  put  a  single  platform,  mobile  data 
and  security  in  your  hands.  Now  you  can 
put  the  enterprise  in  theirs. 


Now  the  BlackBerry®  Enterprise  Solution  allows  your  business 
applications  to  be  accessed  virtually  anywhere*  Whether  it's  email, 
ERP,  CRM  or  document  management  systems,  our  solution  is  built 
on  an  open,  secure  platform  that  can  wirelessly  extend  your  existing 
applications  so  you  won't  have  to  rebuild  or  replace  them.  Best 
of  all,  the  BlackBerry  Enterprise  Solution  is  a  proven  platform, 
deployed  by  tens  of  thousands  of  organizations  around  the  world, 
which  means  wireless  access  to  data  can  be  managed  by  your  IT 
staff  with  more  confidence. 


The  BlackBerry  Enterprise  Solution  Difference 

•  Provides  advanced  security  including  triple  DES 
encryption,  handheld  password  protection, 
wireless  IT  security  commands  and  policies 

•  Includes  server  software,  wireless  handhelds, 
wireless  service  and  support  programs 

•  Provides  flexible  application  deployment  - 
build  in-house  or  with  help  from  an  independent 
software  vendor 

•  Delivers  centralized  manageability  and 
simplified  implementation 


©2004  Research  In  Motion  Limited  (RIM)  Ail  rights  reserved.  Blackberry  is  an  end-to-end  wireless  solution  developed  by 
RIM.  RIM,  BlackBerry.  the  BlackBerry  lego  are  the  'envelope  ;n  motion’  symbol  are  trademarks  or  registered  trademarks 
of  RIM.  ‘Requires  BlackBerry  Interpose  Server  software  Poor  to  subscribing  to  or  implementing  any  third  party  products 
or  services,  it  is  your  responsibility  to  ensure  that  the  airtime  service  provider  you  are  working  with  has  agreed  to  support 
all  of  the  features  of  the  third  party  products  and  services  and  that  you  obtain  the  necessary  licenses  RIM  makes  no 
representation,  warranty  Of  guarantee  whatsoever  .n  relation  to  the  third  party  products  and  services  and  RIM  assumes  no 
liability  whatsoever  in  relation  to  the  third  party  products  and  services  even  if  RIM  has  been  advised  of  the  possibility  of 
such  damages  or  can  anticipate  such  damages 
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It’s  All  About  the  Execution 


■  I 

■  ■ 


The  Struggle  to 
Define  Agility 

Successful  companies  know  there  are  times  when 
agility  is  called  for  and  times  when  it’s  not 

I  RECENTLY  MODERATED  a  panel  on  “the  agile  enterprise”  at  MIT’s 
recent  CIO  Summit.  Good  fun.  My  CIO  panelists  were  sharp, 
witty  and  articulate  champions  of  agility.  They  each  valued  busi¬ 
ness  impact  over  technical  cleverness  and  all  saw  themselves  as 
full  partners  in  the  task  of  defining  their  companies’  futures. 

The  catch?  One  CIO  argued  that  greater  agility  demanded 
greater  centralization;  another  insisted  greater  decentralization 
and  delegation  defined  enterprise  agility.  A  British  CIO  on  my 
panel  asserted  that  agility  means  ever-exquisite  responsiveness 
to  business  needs;  an  American  CIO  declared  that  agile  IT 
should  inspire  and  enable  greater  business-unit  agility.  I  kept 
waiting  for  someone  to  mutter,  “Agility  means  never  having  to 
say  you’re  sorry.” 

In  other  words,  agility — like  that  other  perennial  business 
buzzword,  quality — seems  to  mean  something  different  to 
everyone.  There  are  no  “Six  Sigma  Agility”  black  belts  yet. 
No  doubt  there  will  be  when  the  consulting  market  is  ripe. 
Yet,  when  the  same  word  means  different  things  to  different 
people,  confusion  invariably  dominates  the  discussion. 

Whatever  agility  is  supposed  to  mean,  opposing  it  reeks  of 


■  ■ 


objecting  to  mom,  apple  pie  and  quality  enhancement.  That 
said,  a  rigorous  friendly  chat  about  agility — accent  on  “rigor¬ 
ous” — might  help  the  CIO  community  determine  what  defini¬ 
tion  makes  sense  for  the  enterprise.  Poorly  defined  agility  may 
be  worse  than  no  agility  at  all. 

In  the  first  and  final  analysis,  agility  is  about  timely  and  cost- 
effective  implementation.  Period.  Planning  is  nice.  Analysis  is 
good.  Governance  is  groovy.  But  agility  means  action.  Agility 
implies  both  the  capacity  and  capability  to  act.  Now.  Immedi¬ 
ately.  Real-time.  That  doesn’t  mean  the  enterprise  has  to  instan¬ 
taneously  act  or  react — only  that  it  has  the  power  to  do  so. 

Agility  without  implementation  is  like  finance  without  num¬ 
bers;  you  might  get  the  essential  concepts  right,  but  there  is 
absolutely  no  way  you  can  deliver  business  value  without  it. 
One  might  as  well  expect  a  sumo  wrestler  to  win  an  Olympic 
Gold  in  the  pole  vault.  Sumo  wrestlers  can,  in  fact,  be  quite 
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How  secure  companies  manage  their  security. 

Managed  Security  Services  by  Symantec.  As  threats  have  become  more  complex,  so  too  has  the  job  of 
monitoring  and  managing  a  company’s  information  security.  That’s  why  so  many  enterprises  entrust  their 
information  security  operations  to  Symantec.  Our  global  intelligence  network  spans  40  countries  and  monitors  threats 
24  hours  a  day,  providing  you  the  benefits  of  a  world-class  security  infrastructure  while  sparing  you  the  complications  of 
building  your  own.  All  of  which  can  help  reduce  not  only  your  risks  but,  ultimately,  your  costs  as  well.  To  learn  how  you  can 
make  your  company  more  secure,  visit  http://ses.symantec.com/SOC  to  download  our  free  white  paper,  “Demystifying  the 
Managed  Security  Service  Provider  Market,”  and  take  a  virtual  tour  of  our  Security  Operations  Center. 
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agile.  But  it’s  not  the  agility  you  find  flinging  itself  over  a  bar  1 8 
feet  high. 

That’s  why  I  laugh — OK,  I’m  lying — that’s  why  I  smirk  when 
companies  with  some  of  the  more  Teutonic  ERP  systems  pub¬ 
licly  proclaim  their  commitment  to  agility.  I’m  sorry,  but  have 
you  ever  tried  to  subtly — or  profoundly — modify  an  ERP- 
enabled  business  process?  I  have.  Agile  is  not  the  best  word  to 
describe  those  efforts.  On  the  contrary,  global  ERP  systems — 
you  know  who  you  are! — are  explicitly  designed  not  to  be  agile. 

Their  institutional  strength  comes  not  from  flexibility,  but 
rigidity;  they’re  steel  and  glass,  not  bamboo.  Have  you  noticed 
that  there  aren’t  many  Fortune  1000  companies  whose  global 
headquarters  are  built  from  bamboo?  If  organizations  truly 
wish  to  be  more  flexible,  why  do  they  invest  so  much  in  inflex¬ 
ible  systems?  Are  they  truly  that  naive?  No.  Clearly  what  mat¬ 
ters  is  consistency  and  reliability  as  opposed  to  just-in-time 


When  we  talk  about  agility,  we  have  to  ask,  “Agility 
for  whom?”  Agility  for  the  CEO  is  not  the  same  thing 
as  agility  for  the  supply  chain  executive. 


agility.  Agility  and  consistency — flexibility  and  reliability — are 
never  the  best  of  business  friends.  They  can’t  be.  Organiza¬ 
tions  with  ERP  systems  can’t  be  agile  around  anything  that 
involves  modifying  the  ERP  system. 

Let  me  go  further:  One  CIO’s  “agility”  is  another  CIO’s 
“workaround.”  You  and  I  both  know  companies  where  IT  and 
the  business  units  have  successfully  collaborated  to  circumvent — 
I  choose  that  word  deliberately — software  or  system  constraints 
to  provide  new  features  or  functionality  to  customers.  Their 
“agile”  circumvention  enabled  new  value  creation.  Is  this  how 
we  want  to  define  agility?  You  are  called  upon  to  be  agile  pre¬ 
cisely  because  uncertainty,  unreliability  and  exceptional  circum¬ 
stances  materialize.  In  this  instance,  business  agility  means  swiftly 
implementing  the  exception  rather  than  the  reliable  rule. 

As  I  listen  to  IT  users  who  interact  with  both  customers  and 
members  of  the  supply  chain,  I  am  struck  by  how  often  the 
subject  of  agility  pops  up  more  as  a  response  to  overcome  tech¬ 
nical  limitations  than  as  a  vehicle  to  exploit  existing  system 
capacity.  You  have  to  admire  the  ingenuity  of  IT  folks  and 
their  business  counterparts  to  get  added  value  from  a  system  in 
spite  of  itself.  Success  comes  from  a  creatively  agile  subversion. 

So  here’s  a  CIO  challenge:  Look  at  the  last  20  initiatives 
within  your  enterprise  that  you  would  define  as  agile.  Make  a 
list.  Then,  circulate  the  list  among  trusted  subordinates  and 
business  colleagues  whom  you  respect  and  ask  them:  “Which 
of  these  initiatives  reflect  a  successful  workaround  of  existing 
constraints?  The  logical  exploitation  and  expansion  of  our 


existing  capacity?  Or  a  new,  clean-sheet  innovation?” 

We  all  know  what  the  most  common  answer  will  be.  Hint: 
It  doesn’t  involve  real  innovation. 

My  concern  about  agility  is  that  the  business  and  IT  com¬ 
munities  talk  about  it  as  if  it’s  more  about  architecture  than 
about  attitude.  If  only  we  have  the  right  technical  and  business 
architectures,  then  we  can  be  more  responsive  and  anticipatory. 
As  with  most  architectural  aspirations,  it  looks  good  from  the 
outside.  In  reality,  how  many  architects  design  their  buildings  to 
be  constantly  modified,  upgraded,  altered,  enhanced,  improved, 
and  changed  for  less  time  and  less  money?  Read  Stewart  Brand’s 
superb  book,  How  Buildings  Learn:  What  Happens  After 
They’re  Built,  for  a  brilliant  exposition  on  why  most  architects 
and  their  buildings  fail  to  deliver  value. 

Similarly,  the  reason  why  so  many  companies  commit  to  ERP 
and  enterprise  computing  is  that  they  define  agility  as  a  function 

of  what  C-level  management  has  control 
over,  not  what  line  managers  can  control 
and  influence.  When  we  talk  about 
agility,  we  must  ask,  “Agility  for  whom?” 

To  answer,  “agility  for  the  enterprise” 
is  an  act  of  Dilbert-esque  weaseldom. 
Whose  enterprise?  The  CEO’s?  The 
business  line  managers?  That  of  the  customer-touch  folks?  Or 
the  people  who  work  with  the  mission-critical  suppliers?  Or  the 
customers?  If  we’re  championing  agility  for  all  of  those  con¬ 
stituencies,  there’s  no  architecture  in  the  world  robust  enough. 

Pragmatism  matters.  Agility  exists  in  context.  Agility  for 
the  CEO  is  not  the  same  thing  as  agility  for  the  supply  chain 
executive  or  the  call  center  manager.  Refusing  to  define  whose 
agility  we  wish  to  enhance  is  an  act  of  cowardice. 

Today’s  lust  for  agility  is  symptomatic  of  the  deeper  issue: 
Who  is  really  responsible  for  responsiveness?  The  people  who 
“lead”  or  the  people  who  do  the  real  work  of  the  enterprise? 
Is  agility  a  euphemism  for  recentralization  or  is  it  an  honest 
bid  to  give  more  people  more  power  to  adapt  their  software 
and  systems  to  reality?  Either  way,  the  call  for  agility  is  a  call 
for  a  new  economic  science  of  implementation.  In  fact,  it 
means  talking  about  a  marketplace  of  point  solutions  and 
ephemeral  workarounds  that  change  as  soon  as  circumstance 
does.  That’s  profound.  You  can’t  implement  agility  without 
agile  implementations.  That  said,  when  agility  means  cutting 
corners  and  tweaking  process  rules,  you  can  be  sure  there’ll  be 
a  backlash  brewing  sometime  soon.  Today’s  agility  is  tomor¬ 
row’s  loss  of  control.  What  goes  around, 
comes  around.  HE] 


Michael  Schrage  is  codirector  for  the  MIT  Media  Lab’s 
eMarkets  Initiative.  He  can  be  reached  at  schrage@ 
media.mit.edu. 
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OUR  KNOWLEDGE  OF 
WHAT  CIOs  NEED  GOES  BACK 


and  forward 


A  LONG  WAY. 


While  the  title  of  CIO  may  not  have  existed  65  years 
ago,  that’s  how  long  Fujitsu  has  been  developing 
innovative  technology  solutions  for  the  world’s 
leading  companies. 

Today,  we're  leveraging  our  multi-billion  dollar 
annual  R&D  budget  to  give  CIOs  the  powerful  new 
enterprise  solutions  they  need  to  automate  even 
the  most  complex  business  infrastructures.  Our 
customers  and  business  units  work  closely  with  our 
research  teams  to  guide  new  product  development. 
This  teamwork  ensures  our  discoveries  make  it  out  of 
the  lab  and  into  the  enterprise. 

Of  course,  there's  a  lot  more  to  a  $45-billion 
company  than  just  R&D.  Our  high-performance  mobile 
computers,  scalable/reliable  servers,  and  managed  and 
professional  services  also  give  CIOs  all  the  tools  they 
need  for  a  world-class  IT  partnership.  For  details  go  to 
us.fujitsu.com/computers  or  call  I  -800-83 1  -3 1 83. 

FUJITSU 

THE  POSSIBILITIES  ARE  INFINITE 


BY  EDWARD  PREWITT 


This  year’s  honorees  teach  us  how  to  marry 
IT  agility  with  enterprise  agility  in  order  to 
move  quickly,  adapt  intelligently  and  create 
advantage  in  a  rapidly  changing  world 


CLOCKWISE  FROM  TOP: 

Anthony  Hill,  CTO,  Golden 
Gate  University; 

Catherine  Brune,  CTO, 

Allstate  Insurance;  Judy  Stahl, 
CIO,  Harvard  Business  School; 
Dan  Langham,  CIO,  Toshiba 
America  Business  Solutions 


SUDDENLY,  AGILITY  IS  IN  THE  AIR.  In  the  cautious 
optimism  of  the  postrecession,  preboom  economy, 
agility — the  ability  to  adapt  quickly  to  changing  busi¬ 
ness  conditions  and  take  advantage  of  rapidly  emerging 
opportunities — has  become  the  sine  qua  non  of  organi¬ 
zational  fitness.  Conferences  are  devoted  to  it;  tech¬ 
nology  advertising  campaigns  promise  it;  executives 
want  it. 

Why  is  agility  so  desirable  at  this  particular  moment 
in  tune?  The  future  has  always  been,  by  definition,  uncer¬ 


tain,  but  right  now  it  seems  even  more  so.  The  recession 
is  officially  over,  yet  the  expected  rebound  is  still  in  the 
offing.  Corporate  profits  are  up  slightly,  but  overall 
demand  for  goods  and  services — including  technology — 
remains  relatively  flat.  And  then  there’s  the  anxiety  that 
another  terrorist  attack,  timed  to  coincide  with  the 
November  elections,  will  knock  the  economy  back  into 
recession.  In  this  iffy  environment,  organizations  must 
be  ready  to  turn  on  a  dime — either  to  scale  back  or 
aggressively  seize  the  moment. 
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In  IT  circles,  agility  has  become  associated 
with  a  flexible,  component-based  approach 
to  software — agile  programming,  agile  data¬ 
bases  and  agile  modeling.  But  CIOs  and  IT 
departments  must  go  beyond  software  devel¬ 
opment  principles  and  practices  to  call  them¬ 
selves  agile.  “IT  agility  has  a  lot  to  do  with  the 
culture,  with  making  sure  that  everyone  from 
my  position  down  to  the  entry  levels  under¬ 
stands  what  we  need  to  do  as  a  company,”  says 
Ken  Sidon,  president  of  honoree  company 
Antares  Management  Solutions. 

“It  comes  down  to  the  people  rather  than  the 
technology.” 

What  We  Looked  for 
in  Our  Honorees 

For  our  17th  annual  CIO  100  Awards,  we 
selected  100  organizations  wherein  IT  agility 
enables  agility  across  the  enterprise.  Our  Agile 
100  honorees  structure  their  IT  costs  so  that 
spending  can  flex  with  fluctuating  demand. 
They  use  elastic  staffing  and  sourcing  meth¬ 
ods  to  align  their  people  and  resources  with 
changing  business  needs.  They  employ  agile 
project  processes.  They  create  technological 
agility  by  regularly  testing  new  tools  and  devel¬ 
oping  their  employees’  skills.  The  governance 
mechanisms  of  agile  IT  organizations  are 
proactive.  Most  importantly,  their  IT  agility 


supports  and  sustains  organizational  agility. 

Michael  G.  Williams,  CIO  of  The  New 
York  Times  Co.,  one  of  this  year’s  CIO  100 
honorees,  defines  the  link  between  the  agility 
of  the  IT  department  and  that  of  the  enterprise 
as  the  implementation  of  “solutions  that  do 
not  require  a  lot  of  time  and  really  allow  the 
business  to  take  advantage  of  opportunity.” 
In  practice,  Williams  says,  agility  is  the  apogee 
of  CIO-CXO  relations.  “When  a  business 
[unit]  owner  comes  to  me  with  a  need,  I  would 
like  to  be  able  to  say,  This  is  merely  a  configu¬ 
ration  change,  rather  than  saying,  It’ll  take  nine 
months,  and  you’ll  have  to  go  to  the  board 
because  it’s  going  to  be  a  whopper.  That’s 
agility,”  he  says. 

Williams  experienced  this  CIO  nirvana  dur¬ 
ing  Super  Bowl  week  last  January,  when  The 
Times  took  advantage  of  the  business  oppor¬ 
tunity  created  by  the  New  England  Patriots’ 
participation.  Two  weeks  before  the  NFL  title 
game  in  Houston,  Williams  huddled  with 
business  executives  and  printing  staffers 
responsible  for  The  Boston  Globe ,  which  is 
owned  by  The  Times.  They  determined  that  it 
was  possible  to  print  extra  copies  of  The  Globe 
in  Austin,  Texas,  where  the  company  already 
had  a  business  relationship  with  the  local 
paper.  Historically,  complex  newspaper 
layouts  are  very  difficult  to  adapt  to  other 


printing  presses,  but  The  Times’s  service-ori¬ 
ented  architecture  made  the  process  straight¬ 
forward.  The  extra  print  jobs  ran  for  six  days 
before  and  after  the  Super  Bowl.  To  distribute 
The  Globe  editions,  The  Times  piggybacked 
on  its  preexisting  delivery  agreement  with 
another  newspaper  in  Houston  and  distrib¬ 
uted  them  around  the  city,  where  Patriots  fans 
in  town  for  the  game  snapped  them  up.  This 
display  of  IT  and  enterprise  agility  resulted  in 
the  sale  of  1 80,000  extra  copies  of  The  Globe. 

Agility  in  Action 

Agility  was  a  specific  part  of  the  core  strategy 
of  85  percent  of  the  Agile  100  organizations, 
which  represent  18  major  private-sector 
industries,  nonprofits  and  government  agen¬ 
cies.  They  range  from  small  startups,  such  as 
Via  Training  and  iJET  Travel  Risk  Manage¬ 
ment,  to  established  giants,  such  as  General 
Motors  and  the  U.S.  Government  Account¬ 
ability  Office  (formerly  the  General  Account¬ 
ing  Office). 

CIO  100  honorees  manifest  agility  in  a 
variety  of  ways.  “Agility  is  in  our  governance, 
our  project  management,  our  vendor 
management  and  in  the  ways  we  set  up  fund¬ 
ing,”  says  Marilyn  Delmont,  CIO  of  the  city 
of  Chandler,  Ariz.,  which  was  one  of  three 
municipalities  honored. 


HOW  WE  CHOSE  THE  AGILE  100 


THE  THEME  FOR  THE  CIO  100  AWARDS  changes  each  year  to 
reflect  an  emerging  and  urgent  business  need.  In  recent  years  we’ve 
selected  resourcefulness,  innovation  and  integration.  Choosing  this 
year’s  theme  was  easy;  agility  is  the  Zeitgeist  of  2004. 

In  the  fall  of  2003,  we  developed  an  online  application  asking 
organizations  to  identify  several  aspects  of  their  IT  agility  and  enter¬ 
prise  agility,  and  demonstrate  a  link  between  the  two.  We  tapped  a 
panel  of  IT  management  and  agility  experts  (see  “CIO  100  Panel  of 
Experts,”  Page  47)  for  insights  in  constructing  the  application.  We 
then  solicited  applications  through  advertising,  newsletters  and 
e-mail.  As  the  applications  rolled  in  during  the  first  two  months  of 
2004,  a  panel  of  experts  and  our  in-house  editorial  staff  nominated 
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additional  organizations  distinguished  by  their  agility.  We  invited 
these  nominees  to  apply  as  well.  The  completed  applications,  which 
required  substantial  detail,  exceeded  300. 

Teams  of  CIO  editors  and  writers  made  initial  recommendations 
about  each  entrant.  We  debated  the  depth  and  breadth  of  their 
agility,  the  results  achieved,  and  how  the  enterprise  stacked  up 
against  the  other  applicants.  Thus,  the  final  100  honorees  for  the 
17th  annual  CIO  100  Awards  embody  the  state  of  the  art  in  anticipat¬ 
ing  change  and  implementing  processes— in  technology,  in  gover¬ 
nance  and  in  spirit— that  enable  a  fast  response  to  evolving 
conditions  and  allow  these  organizations  to  seize  the  day. 

-E.P. 


www.cio.com  •  AUGUST  15,  2004  CIO  45 


Delmont  arrived  in  Chandler  in  early 
2003  as  the  city’s  first  CIO.  Home  to 
several  growing  high-tech  companies, 
Chandler  has  experienced  a  population 
boom  in  recent  years,  and  the  municipal 
government  has  struggled  to  keep  apace 
with  the  services  it  provided.  City  lead¬ 
ers  weren’t  skimping  on  IT  resources, 
but  before  Delmont  was  hired  each  city 
department  bought  and  ran  its  own  sys¬ 
tems  independently.  The  result  was 
siloed  systems,  frequent  outages  and, 
consequently,  painfully  slow  processes. 
Delmont  focused  on  creating  a  strategic 
plan  that  included  establishing  an  enter¬ 
prise  architecture,  setting  up  a  gover¬ 
nance  structure  that  involved  the 
business  side  without  giving  them  IT 
decision-making  responsibility,  and 
rolling  out  a  project  management  office. 
As  a  result,  when  the  city  council  asked 
earlier  this  year  that  geographic  infor¬ 
mation  system  data  be  posted  on  the 
city’s  website,  Delmont’s  group  was  able 
to  get  it  done  quickly.  In  fact,  the  team 
got  it  up  in  one  week. 

To  see  how  another  honoree,  the 
federal  Defense  Logistics  Agency 
(DLA),  used  IT  to  vastly  improve 
its  operations,  see  “Inside  an  Agile 
Transformation,”  Page  48.  The  agency 
that  supplies  all  branches  of  the  U.S. 
military  historically  was  known  for 
being  slow  and  inefficient.  But  the  DLA 
committed  $1  billion  to  an  agility 
makeover  that  transformed  how  it 
approaches  its  mission  and  will  return 
$1.8  billion  in  savings. 

The  Cost  of  Agility 

One  key  to  agility  is  having  money  to 
spend.  With  an  average  IT  budget  of 
$269  million,  the  CIOs  of  the  Agile  1 00 
aren’t  hurting  for  cash.  What’s  more, 
56  percent  of  them  were  able  to  increase 
their  IT  budgets  from  the  previous  fiscal 
year.  But  23  percent  managed  to  create 
and  maintain  agility  with  decreased  IT 
budgets,  and  another  17  percent  with 


Highlights  of  the  CIO  100  Honoree  Survey 

THE  WHYS  AND  WHY  NOTS  OF  AGILITY 


Benefits  to  the  Enterprise 

In  descending  order 

o  Improved  customer  service  levels 

o  Enhanced  ability  to  take  advantage 
of  new  revenue  opportunities 

o  Lower  costs 

o  Heightened  ability  to  fend 
off  competitors 

°  Faster  time  to  market  with 
new  products 


The  Challenges  of  Achieving  Agility 

In  descending  order 

°  High  cost  of  new  systems,  processes 

o  Lack  of  necessary  staff  skill  sets 

o  Disconnect  between  IT  department 
and  business  units 

o  Legacy  systems 

°  Poor  project  management 

°  Poor  IT  investment  governance 

°  Lack  of  flexibility  among  IT  vendors 

°  Bureaucracy 


AGILE  PRACTICES 


The  focus  of  honorees’ 
agility  initiatives 


Time  it  took  honorees  to  build  an 
agile  IT  department 


2-3  years  3-4  years 
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Drivers  for  pursuing  agility  as 
an  enterprise 


Pursue  growth/ 

market 

opportunities 


43% 


Reduce  response  time 
to  market  forces 


15% 


Reduce 

costs 

13% 


Enhance 

scalability 


Other  5% 

24% 


Fixed  versus  flexible  costs  in 
honorees’  IT  budgets 


Numbers  in  percentages 


■  Fixed  budget 

■  Flexible  budget 


Overall  IT  costs 
IT  staffing 
Software  &  hardware 
Telecommunications 
Overhead 


Note:  Numbers  do  not  add  to  100%  due  to  incomplete  answers. 


CIO.COm  How  agile  are  you?  Take  the 
agile  100  quiz  and  find  out. 

Go  to  www.cio.com/agilityquiz. 
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flat  funding,  thereby  demonstrating  that  agility 
can’t  be  bought;  it  has  to  be  earned.  On 
average,  the  Agile  1 00  manage  to  keep  a  third 
of  their  IT  budgets  flexible,  according  to  “The 
CIO  100  Honoree  Survey.”  (Full  results  are 
online  at  www2.cio.com/researcb .)  That’s  a 
big  percentage  of  annual  IT  spending  devoted 
to  new  needs  or  opportunities.  Honoree 
Merrill  Lynch  launched  its  “Cost  Trans¬ 
parency  Now!”  initiative  in  2002  to  free  up 
money  that  had  been  locked  in  to  network, 
mainframe  and  security  costs.  The  scheme, 
which  was  combined  with  a  chargeback  mech¬ 
anism,  delineated  fixed  and  variable  costs  to 
show  business  units  what  they  were  spending 
and  where  they  could  save. 

An  obvious  way  to  keep  costs  flexible  is 
through  outsourcing.  And  indeed,  91  percent 
of  this  year’s  honorees  make  use  of  outsourc¬ 
ing — both  the  domestic  and  offshore  varieties. 
But  that  doesn’t  mean  surrendering  responsi¬ 
bility  for  IT  to  a  third  party.  The  Guardian  Life 
Insurance  Co.  of  America,  for  example,  uses 
offshoring  to  address  peaks  and  valleys  in 
development  needs,  but  its  IT  group  maintains 
a  minimum  presence  of  50  percent  on  each 
project.  This  approach  is  meant  to  ensure  in- 
house  control  of  projects  and  to  avoid  the  loss 
of  knowledge  capital. 

At  the  same  time,  Guardian  emphasizes 
training  for  its  in-house  IT  staff  by  setting  up 
a  project  management  training  program, 
working  with  an  e-learning  vendor  to  create 
a  customized  course  on  the  operating  models 
and  strategies  of  the  business  units,  and 
sending  staffers  to  boot  camps  for  targeted 
technical  skills.  This  continuous  training 
approach  aims  to  embed  agility  within  all 
levels  of  the  IT  group,  rather  than  leaving  it 
to  the  managers. 

Technology  for  Agility’s  Sake 

The  agile  use  of  technology  is  another  charac¬ 
teristic  of  this  year’s  CIO  100  honorees.  Via 
Training,  an  online  training  company 
launched  in  1 999,  uses  open-source  products 
to  build  its  IT  infrastructure  and  engineering 
hosting  delivery  applications.  The  savings  Via 
Training  reaped  by  using  open  source  rather 


than  commercial  equivalents  in  its  initial 
investment  approached  $1  million — the  dif¬ 
ference  between  success  and  failure  in  the 
startup  period,  says  Vice  President  of  Engi¬ 
neering  Paul  Irvine.  Via  Training  continues  to 
display  technological  agility  by  using  XML 


CIO  100  Panel  of  Experts 


Advisers  who  helped  develop  the 
CIO  100  Awards  application  and 
nominated  organizations 

Rick  Dove 

Founder  and  Chairman 
Paradigm  Shift  International 

Jim  Highsmith 

Director,  Agile  Project 
Management  Practice 
Cutter  Consortium 

Nick  Horney 

President 

Agility  Consulting  &  Training 

Howard  Rubin 

Executive  Vice  President 
Meta  Group 

Rick  Swanborg 

President 

ICEX 

Peter  Weill 

Director,  Center  for  Information 

Systems  Management 

MIT  Sloan  School  of  Management 

Thanks  also  to  members  of  the  CIO 
Editorial  Advisory  Board  for  their 
input  into  the  development  of  the 
awards  application.  To  find  out  who’s  on 
CIO’s  Board  of  Advisers,  see  Page  19. 


and  reusable  code  to  lower  development  costs 
(and  speed  delivery)  of  its  online  training 
course  modules.  This  approach  allows  courses 
to  be  translated  into  other  languages  easily, 
rather  than  necessitating  an  intense  cus¬ 


tomization  for  each  language. 

For  details  on  building  technological  agility 
into  your  organization,  read  “How  to  Build 
an  Agile  IT  Department,”  Page  58. 

Agility  Constrained 

Becoming  agile  isn’t  easy.  The  obstacles, 
according  to  our  honorees,  include:  the  eter¬ 
nal  challenge  of  aligning  business  unit  goals 
with  IT  department  capabilities,  the  lack  of 
necessary  staff  skills  and  (of  course)  inade¬ 
quate,  untouchable  legacy  systems.  The 
biggest  barrier,  however,  is  simply  the  cost  of 
installing  new  systems  and  processes.  At  least 
initially,  the  search  for  agility  can  require  trade¬ 
offs.  “There’s  a  balance  between  short-term 
contracts  for  flexibility  and  the  cost  savings 
from  long-term  contracts,”  says  Chandler’s 
Delmont. 

Once  past  these  humps,  however,  the 
Agile  100  reaped  benefits.  IT  departments 
attained  a  strategic  partnership  status  with 
the  business  side  by  better  aligning  with 
business  needs.  For  the  organization  as  a 
whole,  the  advantages  include:  improved 
customer  service  levels,  faster  time  to  mar¬ 
ket  with  new  products  and  a  greater  ability 
to  take  advantage  of  new  revenue  opportu¬ 
nities.  Con-Way  Transportation  Services, 
for  example,  reused  software  components 
to  launch  a  new  business  unit  with  an  on- 
time  rate  of  better  than  98  percent — an 
industry  high.  UNICEF  developed  an  emer¬ 
gency  communications  kit  to  link  disaster 
areas  around  the  world  into  its  worldwide 
private  IP  network  in  less  than  three  hours, 
thereby  saving  children’s  lives.  Industrial 
distribution  company  W.W.  Grainger’s  test 
of  a  custom  inventory  availability  tool  was 
so  successful  that  sales  staff  used  it  close  to 
20,000  times  during  a  one-month  trial, 
netting  $182,000  in  add-on  sales. 

Agility,  then,  boils  down  to  being  quick 
off  the  mark.  And  our  2004  CIO  1 00  hon¬ 
orees,  having  taken  the  lead,  are  already 
miles  ahead.  HH 


Senior  Editor  Edward  Prewitt  (eprewitt@cio.com) 
coordinated  this  year’s  CIO  100  Awards  and  this  issue. 


www.cio.com  •  AUGUST  15,  2004  CIO  47 


4 


THINK  YOU’VE  GOT  AGILITY  CHALLENGES?  Consider  the 
mission  of  the  Defense  Logistics  Agency  (DLA). 

The  DLA  manages  4.6  million  discrete  products — from  fruit 
and  flak  jackets  to  jet  fuel  and  X-ray  machines.  The  agency  oversees 
$83.2  billion  worth  of  inventory  and  makes  8.7  million  shipments 
annually  to  provide  nearly  every  consumable  item  that  the  U.S. 
military  needs  during  times  of  war,  peace  and  everything  in  between. 
It’s  like  a  Wal-Mart  for  the  armed  forces — if  Wal-Mart  carried  things 
like  parts  for  missile  launchers  and  steam  turbines  for  warships, 
and  regularly  shipped  them  to  hostile  territories. 

The  Fort  Belvoig  Va.-based  agency  has  bought,  sold,  distrib¬ 
uted  and  disposed  of  supplies  of  all  types  in  every  major  conflict 
and  contingency  operation  of  the  past  four  decades,  from  the 
Vietnam  War  to  the  current  Operation  Iraqi  Freedom  (OIF). 
The  agility  of  the  DLA  in  getting  critical  supplies  to  troops  in  the 
field  is  not  a  luxury;  it  can  be  a  matter  of  life  and  death. 

In  the  1990s,  in  response  to  lessons  learned  from  a  logistics 
debacle  in  the  first  Gulf  War  and  the  changing  demands  of  the 
DLA’s  most  challenging  customer,  the  modern  soldier,  the  agency 
began  a  transformation.  It  streamlined  operations  to  become  a 
leaner,  more  flexible  support  organization  for  the  military.  “It 
became  very  clear  that  we  had  to  become  competitive.  And  for  us 
to  become  competitive  we  had  to  be  agile,”  explains  Director  of 
Supply  Corps  Vice  Adm.  Keith  W.  Lippert,  U.  S.  Navy. 

For  the  DLA,  agility  is  measured  in  terms  of  getting  the  right 


supplies  to  the  right  troops  at  the  right  place  and  time.  Since 
streamlining  its  operations,  there’s  been  a  dramatic  reduction  in 
back  orders  of  weapons  system  hardware — from  450,000  in 
October  2001  to  an  all-time  low  of  280,000  this  March.  The 
DLA  projects  that  back  orders  will  drop  to  275,000  by  year’s 
end  and  continue  to  decline  in  2005 .  The  number  of  back  orders 
of  more  than  180  days  has  plummeted  from  nearly  100,000  in 
October  2001  to  just  over  40,000  this  May.  And  in  fiscal  year 
2004,  the  DLA  says  it  will  report  its  lowest  cost  recovery  rate 
(operating  costs  as  a  percentage  of  total  sales)  ever  of  15.5  per¬ 
cent,  down  from  a  high  of  35  percent  in  1 992. 

The  DLA  is  delivering  more  efficient  service  with  a  stream¬ 
lined  staff  and  structure.  The  agency  has  reduced  its  staff,  which 
bloated  to  more  than  65,000  employees  during  Desert  Storm, 
to  21,500 — its  smallest  level  since  1963.  It  centralized  control 
of  its  23  depots  under  one  system  at  the  Defense  Distribution 
Center  (DDC)  in  New  Cumberland,  Pa.  Agency  headquarters 
reengineered  itself  to  form  six  integrated  businesses  organized 
around  business  processes — such  as  logistics,  finance  and  HR — 
rather  than  42  independent  business  and  support  staff  offices. 
To  date,  the  DLA  has  committed  more  than  a  billion  dollars  to 
its  internal  makeover,  with  the  target  of  delivering  $1 .8  billion  in 
savings  to  the  military. 

At  the  heart  of  the  DLA’s  more  agile  self  is  a  more  agile  IT  shop, 
working  to  centralize  IT  systems,  introduce  new  tools  such  as 


How  centralized  IT  helps  get  supplies  into  the  hands  of  our  military  around  the  world 
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DEFENSE  LOGISTICS  AGENCY 


The  GAO’s  Report  Card 


IT  (or  lack  thereof)  still  hampers  logistics 


LAST  DECEMBER,  the  U.S.  General  Accounting  Office 
(since  renamed  the  Government  Accountability  Office)  issued 
a  report  on  the  DLA’s  preliminary  effectiveness  during 
Operation  Iraqi  Freedom  (OIF).  On  the  face  of  it,  it  wasn’t  good 
news.  GAO  reports  seldom  are. 

While  acknowledging  that  OIF  is  one  of  the  largest  logistics 
supply  and  support  efforts  the  U.S.  military  has  ever 
undertaken,  the  GAO  had  several  major  complaints  about  the  initial  logistics  support 
the  DLA  provided,  based  on  observations  from  April  until  December  2003. 

Some  of  them  related  directly  to  IT  systems,  or  lack  thereof,  including:  the  accumu¬ 
lation  of  hundreds  of  pallets,  containers  and  boxes  of  supplies  in  Kuwait  without  proper 
documentation;  a  $1.2  billion  discrepancy  between  the  amount  of  material  shipped  into 
the  theater  of  operations  and  the  amount  the  Army  said  it  received;  and  a  duplication 
of  many  requisitions  to  circumvent  the  supply  chain. 

None  of  the  complaints— nor  the  accompanying  photos  of  boxes  and  pallets  sitting 
in  the  desert— came  as  a  surprise  to  executives  at  the  DLA.  In  fact,  they  were  all  areas 
IT  was  already  working  to  improve.  On  March  30,  DLA  Director  of  Supply  Corps  Vice 
Adm.  Keith  Lippert  testified  before  the  House  Armed  Services  Committee  about  the 
business  process  changes  being  undertaken  at  the  DLA  to  address  the  flags  raised  by 
the  GAO,  including  creating  a  new  RFID  policy  to  solve  training  issues  and  deploying 
DLA  “boots  on  the  ground"  in  Kuwait  to  deal  with  distribution  issues  that  had  arisen. 

Director  of  Information  Operations  and  CIO  Mae  De  Vincentis  says  the  DLA  is 
already  hard  at  work  solving  the  issues  outlined  in  the  GAO  report,  demonstrating 
a  level  of  responsiveness  that’s  new  to  the  agency.  -S.O. 


RFID  tags  to  increase  supply  chain  visibility, 
and  align  itself  more  closely  both  with  internal 
users  and  external  customers  to  better  respond 
to  their  needs. 

Given  the  scope  of  the  DLA’s  mission,  trans¬ 
forming  the  agency  is  an  ongoing  effort — one 
that  has  not  been  without  challenges.  But  the 
DLA  is  moving  in  the  right  direction. 

A  Mysterious  Mountain  of  Metal 

The  DLA  was  created  in  1961  as  the  Defense 
Supply  Agency  in  an  effort  to  change  how  the 
U.S.  military  bought  and  distributed  goods. 
“Each  of  the  services  had  their  own  supply  areas 
and  were  competing  among  themselves  for  the 
same  type  of  support,”  says  Lippert.  “The  idea 
[of  the  DLA]  was  to  bring  all  the  common  items 
into  one  area,  buy  them  in  larger  quantities, 
get  price  discounts  and  not  go  through  the  non¬ 
sense  of  competing  with  each  other.” 

But  the  DLA  became  just  another  rigid 
bureaucracy  in  the  federal  government.  The 
DLA’s  headquarters  acted  like  a  holding  com¬ 
pany,  with  little  control  over  its  individual  busi¬ 
nesses,  which  included  five  inventory  control 
points  and  more  than  25  distribution  depots. 

Some  centralized  IT  did  exist — in  the  form 
of  a  lumbering  legacy  system  implemented  in 
the  1970s.  But  that  system  had  been  tailored 
over  the  years  by  the  separate  supply  chain  cen¬ 
ters,  resulting  in  disparate  practices  that  were 
not  cost-effective  across  the  enterprise,  did 
notoptimize  sources  of  supply  and  did 
not  provide  adequate  forecasting  capability. 
Forecasting  was  based  on  historical  demand, 
which  led  the  DLA  to  store  large  amounts  of 
inventory  in  anticipation  of  customer  buying 
patterns  that  were  rarely  accurate. 

The  net  effect,  says  Lippert  simply:  “Our 
support  of  the  warfighter  wasn’t  good  enough. 
It  took  too  long  to  get  material  to  the  war¬ 
fighter.  And  it  cost  way  too  much.  ” 

The  DLA’s  problems  crystallized  during 
Operation  Desert  Storm.  Although  the  agency 
provided  $3  billion  in  supplies  in  response  to 
2  million  requisitions  from  August  1990 
through  March  1991,  it  became  known  for 
the  “mountains  of  iron”  sitting  in  the  Saudi 
Arabian  desert  because  nobody  knew  what 


was  in  the  containers.  Capt.  Paul  Talwar,  who 
went  on  to  head  up  technology  services  and 
support  for  the  Naval  Supply  Information  Sys¬ 
tems  Activity,  had  been  a  supply  officer  on  the 
USS  Mount  Vernon  then.  “I  was  always  run¬ 
ning  around  to  different  ports  looking  for  our 
stuff  because  the  system  couldn’t  tell  us  where 


Agility  in  Action 


Centralized  control  of  23  distribution  depots 
reduced  the  average  time  between  receipt  and 
release  of  an  order  from  12  hours  to  one  hour 

Using  the  existing  distribution  system  allowed 
Web-based  deployment  in  160  hours 


it  was,”  he  recalls.  Asset  visibility  was  nil;  com¬ 
batants  in  the  field  couldn’t  determine  if  the 
items  they  ordered  had  reached  the  theater  of 
operations  or  even  whether  they  had  left  the 
distribution  centers  stateside.  With  little  con¬ 
fidence  in  logistics  support,  combatants  often 
ended  up  ordering  items  again  and  again. 

That  experience  provided  the  impetus  to 
overhaul  the  DLA,  particularly  in  terms  of  pro¬ 
viding  visibility  into  the  entire  supply  chain. 

An  Off-the-Shelf  Answer 

The  overhaul  has  been  complemented  by  big 
changes  in  IT,  most  notably  a  $741  million 
enterprise  initiative  under  way  called  Business 
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has  a  better  way.  For  nearly  60  years  we’ve  been  i 

1  >•  <  j !  .^0  'jilL  L  i :  yj  (  j-i 

'.ir , . .  •  i . » .  trill / *—  i-i Lt; 

•i^r-ilTr1 ^5  !f  *f  T^f  f?[jf  fiHir  f  ftypjf/K5w-3 

■ 


r~  t*\ 


m 

M 


.  \V 

l#r 

I.  VI  > 


rr;:/-:  F  ”  \ 

.'•  •,  ■-  ■-■ ", 


"'V' 

R&  V-  *  ’ 


tV  i)  ' 

lUv 

K$1 


IMPROVE  PRODUCTIVITY 


No  matter  how  creative  your  incentives  get,  there’s  providing  businesses  with  talented  professionals 
a  limit  to  how  far  you  can  push  hardworking  who  infuse  the  workplace  with  new  skills,  enthusiasm 
employees.  If  you’re  looking  to  improve  the  and  a  drive  to  tackle  the  challenges  ahead.  Let 
productivity  of  your  technology  teams,  Spherion^1  Spherion  provide  the  technology  professionals  you 
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DEFENSE  LOGISTICS  AGENCY 


1.  A  worker  at  the  DLA’s  Eastern  Distribution  Center  (EDC),  in  New  Cumberland,  Pa., 
electronically  logs  material  data.  2.  Once  received  at  the  center,  products  move  on 
conveyors.  3.  Automated  carts  loaded  with  pallets  of  stock  travel  throughout  the  building. 
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Systems  Modernization  (BSM)  that  will 
replace  the  legacy  and  point  systems  with  new 
enterprise  systems  and  architecture.  The  seeds 
of  the  idea  came  during  Y2K.  “We  were  all 
aware  that  our  systems  were  getting  old.  We 
had  four  or  five  failed  attempts  in  the  1980s 
and  ’90s  to  replace  our  legacy  systems,”  says 
Director  of  Information  Operations  and  CIO 
Mae  De  Vincentis.  “They  failed  for  a  variety 
of  reasons:  There  wasn’t  executive  buy-in,  or 
the  way  we  were  going  about  it  was  painful, 
and  we  j  ust  couldn’t  get  any  passion  around  it. 
Also,  at  the  time,  we  intended  to  build  our 
own  software — which  we  always  had,  and 
that  takes  forever .” 

De  Vincentis  took  over  as  deputy  CIO  in 
2000,  ascending  to  CIO  a  year  later.  She  began 
to  manage  IT  as  a  portfolio  and  put  gover¬ 
nance  tools  in  place  because  she  wanted  to 


rebalance  the  portfolio  to  rein  in  maintenance 
costs  and  free  up  money  for  the  multimillion- 
dollar  BSM  investment. 

Simply  moving  the  old  system  out  of  the 
mainframe  environment  couldn’t  cure  what 
ailed  the  DLA,  its  IT  leaders  thought.  “In  the 
past,  the  DLA  was  very  transaction-oriented. 
What  starts  the  DLA  business  model  is  the  re¬ 
ceipt  of  the  order.  We  put  the  material  on  the 
shelves  based  on  that  demand,”  explains  Dave 
Falvey,  the  DLA’s  program  executive  officer  in 
charge  of  overseeing  developing  programs  such 
as  BSM.  “We  want  to  be  proactive  in  our  antic¬ 
ipation  of  the  warfighters’  requirements.  And 
our  legacy  system  wasn’t  capable  of  doing  that.  ” 

De  Vincentis  opted  for  an  integrated 
approach,  choosing  an  ERP  system  from  SAP 
and  supply  chain  software  by  Manugistics. 
Besides  being  quicker  and  less  expensive  than 


building  a  new  IT  backbone  from  scratch,  IT 
and  business  leaders  decided  that  the  off-the- 
shelf  systems  would  offer  the  capabilities 
needed  for  the  DLA  to  become  more  flexible 
and  customer-focused.  The  software  could 
provide  more  accurate  demand  forecasting 
based  on  both  historical  demand  and  predicted 
demand,  more  accurate  and  compliant  finan¬ 
cial  processes,  newer  technology  (the  legacy 
system  was  over  30  years  old  and  increasingly 
expensive  to  operate)  and  an  enterprise  view  of 
information  for  senior  management. 

A  Single  Face  to  the  Customer 

IT  leaders  also  decided  to  go  to  a  single 
instance  of  SAP — in  essence,  to  force  the  enter¬ 
prise  to  standardize  on  certain  practices  and 
to  ensure  that  the  same  business  policies  and 
processes  were  used  across  the  agency’s  diverse 
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operations.  Creating  consistent  business 
processes  enterprisewide,  says  De  Vincentis, 
would  also  enable  the  DLA  to  react  more 
swiftly  to  fast-changing  requirements  and  do 
so  across  the  agency’s  supply  chain. 

But  laying  the  groundwork  for  a  single 
instance  of  ERP  has  been  difficult.  “It’s  been  a 
huge  leap,”  De  Vincentis  says.  Disparate  loca¬ 
tions,  long  accustomed  to  following  their  own 
business  processes,  had  to  get  on  the  same  page 
in  order  to  provide  customers  with  a  seamless 
experience  across  the  supply  chain.  Under¬ 
standing  the  anguish  that  the  business  process 
changes  would  cause,  the  DLA  has  taken  its 
time — introducing  users  in  phases  and  adding 
new  functionality  along  the  way.  “I  come  from 
the  school  where  I’ve  tried  big  bang,”  says 
Falvey.  “It  doesn’t  work.  In  an  organization 
like  DLA,  the  only  way  you  can  eat  an  apple  is 
one  bite  at  a  time.  ”  Fal  vey’s  team  began  by  get¬ 
ting  buy-in  from  the  eight  top  DLA  executives. 
Then,  they  brought  in  a  group  of  25  functional 
leads  from  across  the  DLA  to  begin  evaluating 
vendors  and  products.  Then,  1 00  power  users 


were  selected  to  start  using  the  system.  Today, 
there  are  more  than  500  people  on  the  BSM 
development  team  and  1,250  registered  BSM 
users — with  the  ultimate  goal  of  5,000. 

So  far,  $3  billion  of  the  DLA’s  business  runs 
through  the  integrated  BSM  system.  And 
benefits  have  already  started  to  accrue.  “We 
timed  the  throughput  in  the  new  system  from 
receiving  the  customer  order,  dropping  the 
material  release  order  to  the  distribution  cen¬ 
ter,  picking  and  packing  the  order,  and  getting 
it  out  the  door.  [In  the  best  case,]  it  was  out 
the  door  in  17  minutes,”  says  De  Vincentis. 
With  the  legacy  system,  the  average  time 
between  order  receipt  and  ultimate  release 
was  12  hours;  now  that  average  is  an  hour. 

The  Ultimate  Agility  Challenge 

Being  agile  in  peacetime  is  one  thing.  But  when 
the  Pentagon  announced  plans  to  invade  Iraq 
(the  same  area  of  the  world  that  the  DLA  had 
so  publicly  failed  in  before),  the  agility  of  the 
DLA  and  IT  was  truly  tested.  Once  the  DLA 
had  found  a  distribution  site — Camp  Arifjan, 


Kuwait — it  could  begin  moving  material  for¬ 
ward  in  preparation  for  the  war.  But  first  IT 
had  to  figure  out  a  way  to  also  “forward 
deploy”  its  main  distribution  system  to  the 
Persian  Gulf,  because  as  DLA  veterans  knew, 
“Without  a  system,  you’ll  go  blind  trying  to 
figure  out  what  you’re  doing  because  you’re 
moving  so  much  stuff,”  De  Vincentis  says. 

Within  160  hours  of  getting  their  marching 
orders,  IT  employees  at  the  agency’s  system 
sustainment  operation  in  Ogden,  Utah,  Web- 
enabled  the  distribution  system  (which  mili¬ 
tary  personnel  already  knew  how  to  use)  tested 
it  and  had  it  up  and  running.  Training  takes 
time,  and  IT  leadership  knew  this  was  no  time 
to  introduce  a  new  system  to  customers. 

Internal  customer  Phyllis  Campbell,  who 
has  worked  at  the  DLA  for  38  years,  was 
impressed.  “They  took  a  system  that  was  res¬ 
ident  in  23  locations  and  were  able  to  put  it 
overseas  quickly.  That  demonstrated  just  how 
flexible  and  how  agile  the  systems  and  support 
from  IT  had  become,”  says  DDC  Deputy 
Commander  Campbell. 
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But  the  biggest  change  in  the  DLA’s 
response  to  OIF  versus  the  last  Gulf  War 
resulted  from  a  direct  order  from  Gen.  Tommy 
Franks,  the  head  of  U.S.  Central  Command. 
In  a  message  dated  July  31, 2002,  he  ordered 
that  anything  coming  into  his  area  of  opera¬ 
tions  had  to  have  an  RFID  tag  on  it. 

Franks,  says  De  Vincentis,  wanted  to  steer 
clear  of  those  mountains  of  iron.  “He  needs  to 
have  total  asset  visibility.”  Such  visibility 
would  enable  those  commanders  to  see  the 
total  logistics  picture  and  enable  quicker  and 
more  accurate  decision  making. 

The  Office  of  the  Secretary  of  Defense  had 
already  agreed  on  RFID  standards;  the  DLA’s 
distribution  center  in  Pennsylvania  increased 
its  RFID  capabilities  quickly  and  soon  had 
tags  going  on  every  van  that  left  for  eventual 
arrival  in  the  area  of  operations.  In  all,  96  per¬ 
cent  of  supplies  that  went  into  the  theater  of 
operations  from  the  DLA’s  depots  contained 
RFID  tags. 

Lippert  is  proud  of  the  speed  and  agility  the 
DLA  displayed  leading  up  to  the  war  in  Iraq. 
“Our  support  for  the  war  was  really  excel¬ 
lent,”  he  says.  “We  spent  nearly  a  billion  dol¬ 
lars — $924  million  to  be  exact — getting  ready 
for  the  shooting  war  from  September  to 
January.  And  when  it  started,  we  had  a  robust 
supply  system  ready  to  go.” 

As  of  June,  the  DLA  had  processed 
831,222  requisitions  totaling  more  than 
$  1.2  billion.  And  the  DLA  has  been  able  to 
respond  more  quickly  to  fast-changing  sce¬ 
narios,  such  as  when  hostilities  grew  fiercer 
around  Fallujah.  “Things  got  really  hot. 
Ground  transportation  was  a  concern,  and 
we  had  to  divert  a  lot  of  supplies,”  explains. 
Lt.  Col.  Craig  Romero  of  DLA’s  Logistics 
Operations.  “With  advice  from  command¬ 
ers  in  the  theater,  we  were  able  to  look  at 
things  in  the  pipeline  coming  into  the  area  of 
operations  from  the  U.S.  and  reprioritize  them 
for  distribution  by  air  and  boat.” 


The  Last  Tactical  Mile 

The  DLA’s  performance,  though  far  better 
than  in  the  past,  still  had  its  flaws  (see  “The 
GAO’s  Report  Card,”  Page  50).  And  they  all 


occur  in  what  Lippert  has  dubbed  “the  last  tac¬ 
tical  mile.”  Of  particular  concern:  the  use  of 
RFID  technology  and  the  information  it  pro¬ 
vides  once  it  reaches  the  area  of  operations. 

In  essence,  the  failure  of  RFID  tags  was  a 
training  problem.  While  the  DLA  was  reli¬ 
giously  affixing  tags  to  vans  leaving  the  United 
States,  those  tags  weren’t  being  read  on  the 


Lessons  from  the  Front  Lines 


Top  transformation  lessons  from 
the  Defense  Logistics  Agency 


1 

2 

3 

4 
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Establish  clear  goals  for  transformation 
and  tie  them  to  IT  systems. 

Get  executive  buy-in  early. 

Put  good  governance  and  portfolio 
management  systems  in  place. 

Set  realistic  expectations  up-front. 
Update  them  as  conditions  warrant. 

Buy  software,  if  available.  Don't  build  it. 


^  Think  like  your  customer. 


7 

8 
9 


When  the  going  gets  tough,  give  users 
familiar  systems. 

Introduce  new  systems  incrementally. 

Provide  onsite  troubleshooting  and 
support  for  new  systems. 


10  Asi!ity 


is  an  ongoing  mission. 


other  end.  At  least  7,000  vans  arrived  in  the 
theater  without  having  been  identified;  either 
the  contents  had  been  partially  opened  or  the 
RFIDs  had  been  removed  or  rendered  inop¬ 
erable.  It  wasn’t  necessarily  the  mountains  of 
iron  that  occurred  in  the  first  Gulf  War.  “They 
were  more  like  molehills  this  time,”  says 
Romero.  Still,  the  Army  had  to  hire  contrac¬ 
tors  from  Kellogg,  Brown  &  Root  to  perform 
an  inventory  on  the  containers. 

Despite  the  snag,  the  DLA  has  responded 
with  a  level  of  agility  unheard  of  in  the  past. 
Members  of  Centcom  Deployment  and  Dis¬ 


tribution  Center,  a  unit  the  DLA  cocom¬ 
mands,  quickly  shipped  out  to  Kuwait  on  a 
1 20-day  tour  to  fix  the  problem.  “This  is  way 
different  from  the  way  we  used  to  operate, 
sending  people  into  the  area  of  operations,” 
De  Vincentis  says.  All  told,  there  are  22  DLA 
employees  working  in  Kuwait,  12  in  Iraq, 
nine  in  Afghanistan  and  97  in  the  Southwest 
Asia  region  today. 

The  Department  of  Defense  Automatic 
Identification  Technology  office  drafted  a 
policy  that  was  issued  last  October  to  solve 
some  of  the  problems  surrounding  the  use  of 
RFIDs  in  the  field,  and  to  ensure  that  mem¬ 
bers  of  the  armed  services  are  properly  trained 
on  the  devices  before  they  are  deployed.  The 
policy  also  instituted  the  requirements  stipu¬ 
lated  in  Gen.  Tommy  Franks’ July  2002  order. 

The  Transformation  Continues 

This  May,  after  several  months  of  study,  DLA 
and  IT  leadership  decided  to  extend  the 
schedule  for  completing  BSM,  in  large  part  so 
that  the  organization  can  remain  poised  to 
support  the  oft-changing  war  scenario. 

“An  agency  like  the  DLA  can’t,  in  the 
name  of  transformation  or  modernization, 
fail  the  warfighter,”  says  Larry  Wilson,  head 
of  the  DLA’s  enterprise  solutions.  “That 
would  be  criminal.” 

Development  and  implementation  con¬ 
tinues,  but  IT  leaders  have  decided  to  phase 
in  new  users  and  functionality  over  a  longer 
period  of  time.  The  extension  will  add 
$87  million  to  the  overall  cost  of  the  project 
and  push  the  full  rollout  back  from  January 
2006  to  September  2006,  which  raised  eye¬ 
brows  at  the  Department  of  Defense.  “Are 
we  where  we  should  be  yet?  Absolutely  not,” 
says  Lippert.  But  he  remains  optimistic.  “Ten 
years  from  now,  I  see  the  BSM  in  place 
making  us  much  more  efficient  and  so  much 
quicker.  There  will  be  asset  visibility  from 
the  supplier  all  the  way  to  the  warfighter.” 

And  IT  will  be  at  the  heart  of  the  ever  more 
agile  organization  every  step  of  the  way.  HE! 


Senior  Writer  Stephanie  Overby  can  be  reached  at 
soverby@cio.com. 
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The  Intel®  Itanium®  2  processor. 

It’s  all  about  performance. 

The  Intel  Itanium  2  processor 
is  engineered  for  industry-leading 
performance*  With  over  thirty  #1  rankings 
across  eight  industry  benchmarks.  Addressable 
memory  up  to  one  petabyte.  And  support 
for  over  1,600  of  today’s  leading  database  and 
enterprise  applications  and  tools. 

All  at  reduced  cost  over  RISC  solutions.  For  specs 
and  case  studies,  visit  intel.com/business. 


intel. 

‘Performance  tests  and  ratings  are  measured  using  specific  computer  systems  and/or  components  and  reflect  the  approximate  performance 
of  Intel®  products  as  measured  by  those  tests.  Any  difference  in  system  hardware  or  software  design  or  configuration  may  affect  actual 
performance.  Buyers  should  consult  other  sources  of  information  to  evaluate  the  performance  of  systems  or  components  they  are  considering 
purchasing.  ©2004  Intel  Corporation.  Intel,  Intel  Inside,  the  Intel  Inside  logo,  and  Itanium  are  trademarks  or  registered  trademarks  of  Intel 
Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries.  All  rights  reserved. 
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SNAPSHOTS 


THE  CHALL 


BY  MINDY  BLODGETT 


Harvard  Business  School  Mystahi,  c/o 

HARVARD  BUSINESS  SCHOOL  (HBS)  faculty  wanted  to  expand  their 
reach  to  a  much  wider  audience  by  sharing  course  structures  and 
teaching  concepts  with  universities  around  the  globe. 

Agile  Business  Response:  HBS  launched  an  e-learning  program  in 
January  2002  after  Prof.  Michael  Porter  sought  to  share  his  popular 
Microeconomics  of  Competitiveness  course  with  selected  faculty  and 
universities  around  the  world.  With  just  a  couple  of  months’  notice,  the 
school  rolled  out  Porter’s  course  in  Costa  Rica  and  Latvia  the  first  year. 
Participation  grew  to  18  universities  in  17  countries  the  second  year, 
and  39  universities  in  28  countries  in  the  third.  Now,  hundreds  of 
students  and  teachers  worldwide  are  able  to  participate  in  Porter’s 
class,  and  the  school  is  considering  adding  other  courses  to  the 
e-learning  catalog.  In  addition,  HBS  added 


Agile  IT  Enablers:  Because  of  time  constraints,  the  IT  department 
needed  to  enable  e-learning  using  only  the  existing  resources  and 
systems.  HBS  IT  made  digital  recordings  of  classroom  lectures  and 
then  placed  compressed  versions  on  HBS  iSites,  a  Web  platform  for 
sharing  information,  for  affiliate  faculty  to  download 
or  play  back  in  their  classrooms.  In  addition,  streamed 
video  was  made  available  to  local  Harvard  students 
for  online  viewing.  A  portfolio  management  approach 
to  project  oversight  gave  IT  the  tools  to  juggle 
several  challenging  projects,  including  providing 
IT  support  to  the  expansion  of  the  international 
research  center  system. 


research  centers  in  Europe  and  Japan,  joining 

centers  already  open  in  Hong  Kong  and  Latin  WG  3TG  trying  tO  figUTG  OLlt  the  rolG  Of 

America,  to  facilitate  faculty  research  in  key  technology  in  ClSSSrOOITIS — not  Oniy  tO 

regions  around  the  world.  bring  the  world  to  our  classrooms  but 

to  bring  our  classrooms  to  the  world.” 


-JUDY  STAHL 


Intelsat  Joseph  Kraus,  Senior  VP  and  CIO 


WHEN  INTELSAT,  a  formerly  nonprofit  satellite  telecommunications 
company,  decided  in  2001  to  privatize,  it  underwent  a  radical  and  rapid 
transformation  into  a  for-profit  enterprise  that 
provides  network  connectivity  for  businesses 
all  over  the  world. 

Agile  Business  Response:  Once  Intelsat 
became  a  commercial  venture,  it  quickly  had  to 
learn  how  to  provide  not  just  satellite  telecom- 


“To  let  corporate  be  more 
agile,  IT  has  to  be  more  agile, 
working  with  the  data  con¬ 
stantly  and  taking  it  as  a 
means  and  not  an  end— 
and  keeping  an  open  mind.” 

-JOSEPH  KRAUS 


munications  but  also  fiber,  teleports  (broadband  hubs),  and  a  hybrid 
satellite  and  terrestrial  network  with  a  wide  array  of  voice,  data,  video 
and  broadband  services  to  global  customers.  Aggressive  construction 
of  a  global  fiber  infrastructure,  teleports  and  control  centers  required 
the  creation  of  an  integrated  operational  support  system  infrastructure 
to  handle  booking,  billing  and  network  management  capabilities. 

Agile  IT  Enablers:  Intelsat  IT  built  a  data  warehouse  as  part  of  a 
business  intelligence  initiative.  The  data  warehouse  enables  Intelsat’s 
business  executives  to  gather  more  timely  and  accurate 
financial,  customer  and  network  data.  The  first  release  of  this 
system  took  only  three  months  to  roll  out.  Intelsat  was  able  to 
identify  several  business  opportunities  and  efficiencies, 
including  an  additional  $150  million  in  potential  salable  satel¬ 
lite  capacity  on  the  existing  communications  network,  as  well 
as  $3  million  in  immediate  revenue  through  improved  billing 
and  customer  receivable  processes. 
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business  losses  are  measured  in 
seconds,  preemption  beats  “reaction"  every  time. 

The  only  effective  security  is  preemption.  This  preemptive  power  is  only  available  with  the  Proventia™  Security  Platform  from  Internet  Security 
Systems.  When  software  security  flaws  are  discovered,  Internet  Security  Systems’  world-renowned  research  team  updates  Proventia  to  immediately 
shield  against  any  attacks  targeting  weak  spots.  Regardless  of  the  size  of  your  business,  this  new  standard  in  Internet  security  can  help  keep  you  off 
the  path  to  disaster  and  reduce  your  total  cost  of  ownership  -  In  fact,  when  we  manage  Proventia  for  you,  we'll  even  guarantee  protection.  Need  proof? 
Get  your  free  whitepaper,  Preemptive  Protection:  Setting  a  New  Standard  in  Security,  at  www.iss.net/proof/cio  or  call  800-776-2362. 


©Internet  Security  Systems* 

Ahead  of  the  threat. 


FIREWALL  I  ANTIVIRUS  I  INTRUSION  PREVENTION  I  WEB  FILTERING  I  MAIL  SECURITY  I  MANAGED  SERVICES  I  VULNERABILITY  ASSESSMENT 

©  2004  Internet  Security  Systems  Incorporated.  All  rights  reserved. 


. 

7 


5  8  CIO  AUGUST  15,  2004 


www.cio.com 


Because  his  IT  department  has  been  transformed 
by  agility,  Blue  Cross  &  Blue  Shield  of  Rhode  Island 
CIO  DAVID  ZINK  says  that  today  his  business  peers 
"don’t  do  anything  without  us." 
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How  to  Build  an 

A 


You  can’t  be  a  little  bit  agile.  You  can’t  be  agile 
in  one  area  and  not  in  another.  You  need  agility 
in  staffing,  architecture,  budgeting,  governance, 
vendor  relations  and  programming.  And  if  that 
sounds  like  a  lot,  well,  it  is.  But  it’s  worth  it. 


Department 


BY  MERIDITH  LEVINSON 


WHEN  DAVID  ZINK  BECAME  Blue  Cross  &  Blue  Shield  of 
Rhode  Island’s  CIO  in  July  2002,  he  found  an  IT  department 
that  couldn’t  get  out  of  its  own  way.  Like  a  football  team  that 
can  drive  to  the  five-yard  line  but  can’t  score,  the  IT  department 
could  never  quite  finish  its  implementations.  There  was  a  lack  of 
direction  and  a  lack  of  organization.  Different  groups  worked 
on  similar  projects  for  different  departments,  solving  the  same 
problems  over  and  over,  and  no  one  could  tell  Zink  why.  IT  just 
jumped  whenever  the  business  units  asked  it  to,  without  even 
asking  how  high. 

Not  surprisingly,  project  deadlines  were  always  slipping  and 
departments  such  as  sales  and  marketing  began  pursuing  their 
own  solutions.  That,  of  course,  produced  a  proliferation  of  unin¬ 
tegrated  systems  and  applications. 

It  was  a  vicious  cycle,  says  Zink,  as  IT  was  pulled  away  from 
new  projects  to  cope  with  outlier  apps  and  systems  that  it  could 
neither  support  efficiently  nor  integrate  effectively. 


IT,  and  the  business,  had  become  the  opposite  of  agile. 

Blue  Cross  &C  Blue  Shield  of  Rhode  Island’s  (BCBS  of  RI) 
then-CEO,  Ronald  A.  Battista  (who  stepped  down  last  May 
and  was  replaced  by  James  E.  Purcell),  and  COO  Richard  Farias 
knew  that  the  IT  department  had  problems  and  offered  Zink 
carte  blanche  support  in  transforming  it.  “If  there’s  one  key  to 
becoming  an  agile  IT  department,”  says  Zink,  “it’s  top-man¬ 
agement  support.”  Without  it,  he  says,  the  company’s  various 
departments  would  forever  be  fighting  over  IT  resources  and  fur¬ 
ther  fragmenting  IT’s  focus. 

So  Zink  wasn’t  interested  in  incremental  change.  He  didn’t 
want  to  rock  the  boat;  he  wanted  to  sink  it  and  build  a  new  one. 
He  began  the  transformation  by  firing  vendors  that  weren’t 
providing  support,  leeching  the  company’s  budget.  He  out¬ 
sourced  day-to-day  IT  operations,  including  the  help  desk  and 
application  development,  to  Perot  Systems.  He  established  a 
governance  organization  for  monitoring  the  contract  with  Perot 
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and  developed  an  architectural  plan  that 
would  migrate  BCBS  of  RI  from  its  aging, 
closed,  proprietary  systems  to  an  open  archi¬ 
tecture.  He  brought  in  new  project  manage¬ 
ment  methodologies.  He  introduced  discipline 
to  the  processes  of  developing  business  cases 
for  IT  projects  and  defining  requirements  for 
new  applications. 

“We  took  on  the  whole  world  of  IT  and 
tried  to  improve  our  capabilities  across  the 
board,”  he  says. 

“Now  we  have  a  working  relationship  with 
everyone,”  says  Zink.  “We  have  input  on  every¬ 
thing.  We’re  able  to  deliver  much  faster  because 
we’re  totally  integrated  with  the  business.” 

Zink  understood  that  to  restore  the  business- 
side’s  confidence  in  IT  and  make  his  depart¬ 
ment  agile,  he  had  to  look  at  a  broad  spectrum 
of  IT  functions.  BCBS  of  RI  and  many  other 
CIO  100  honorees  reworked  different  aspects 
of  their  IT  departments — including  staffing, 
architecture,  software  development,  vendor 
management  and  budgeting — to  make  them 
more  nimble,  responsive  and,  ultimately,  valu¬ 
able  to  the  enterprise. 


39” 


In  order  to  achieve  IT  agility,  Foley  &  Lardner  CIO  DOUGLAS  CADDELL 
instituted  a  training  program  to  ensure  that  his  staff  understood  the  business 


Training  an  Agile  Staff 

An  incident  early  in  Douglas  Caddell’s  now 
five-year  tenure  as  CIO  of  law  firm  Foley  & 
Lardner  underscored  for  him  the  importance 
of  familiarizing  IT  employees  with  the  pres¬ 
sures  and  nuances  of  a  client  services  business. 

One  day  around  4:30  in  the  afternoon,  an 
engineer  Caddell  had  hired  received  a  call  from 
a  tech  support  person  in  Foley’s  Washington, 
D.C.,  office.  He  couldn’t  get  the  printer  to 
work,  and  an  attorney  needed  to  submit  a  fil¬ 
ing  to  a  judge  by  5  p.m.  The  engineer  told  the 
support  person  that  he’d  work  on  the  prob¬ 
lem  first  thing  in  the  morning.  The  attorney 
went  ballistic.  If  he  didn’t  submit  on  time,  his 
client  would  be  in  violation  of  a  court  order. 
The  engineer,  however,  didn’t  know  that. 

When  the  story  got  back  to  Caddell,  he 
came  up  with  the  idea  for  Foley’s  Technology 
Orientation  Program  (TOP). 

“We  created  the  TOP  program  to  get  back¬ 
room  people  like  programmers,  analysts  and 
engineers  from  the  national  office  into  a  prac¬ 


ticing  law  office  so  they  could  see  what  our 
business  is  about,”  says  Caddell.  Now  by  their 
third  or  fourth  week  on  the  job,  technology 
workers  new  to  the  national  office  in  Mil¬ 
waukee  are  sent  to  one  of  the  company’s  larger 
regional  law  offices  for  a  week.  They  meet  with 
all  of  the  administrative  departments  such  as 
word  processing,  document  management  and 
loss  prevention,  library  services,  office  serv¬ 
ices,  litigation  support,  accounting  and  HR 
(areas  they’d  never  deal  with  let  alone  see  in 
the  national  office)  to  learn  what  those  depart¬ 
ments  do  and  how  they  use  technology  to  do  it. 


Agility  in  Action 


Relying  on  agile  software  development 
methodologies  such  as  joint  and  iterative 
application  development  fostered  business- 
IT  alignment  and  enabled  dispersed  teams 
to  work  on  different  parts  of  a  software 
program  concurrently 

Setting  up  a  governance  team  to  monitor  an 
outsourcing  contract  enabled  daily  tracking 
of  metrics  and  early  warning  of  problems 


About  25  percent  of  their  time  is  spent  in  these 
meetings,  says  Linda  Sanders,  director  of  tech 
support  in  Foley’s  Los  Angeles  law  office.  The 
rest  of  the  week  they  work  alongside  the  local 
office’s  technology  staff,  repairing  broken  or 
malfunctioning  equipment,  going  on  support 
calls  to  attorneys’  desks,  and  setting  up  video 
conferencing — all  so  that  they  can  experience 
firsthand  the  pace  and  pressures  of  the  busi¬ 
ness.  Employees  who  go  through  T OP  have  to 
fill  out  a  10  question  survey  summarizing 
what  they  learned  and  providing  feedback  on 
the  program. 

By  exposing  IT  workers  to  the  deadlines 
attorneys  are  under,  their  high  expectations 
and  the  gravity  of  the  matters  with  which  they 
deal,  Caddell  hoped  to  create  an  agile,  high- 
performance  IT  department  that  could  turn 
on  a  dime,  set  and  reset  priorities  and  develop 
initiatives  that  would  streamline  work  pro¬ 
cesses  and  enhance  the  relationship  between 
Foley  and  its  clients.  (The  experience  also 
helped  IT  employees  understand  that  every 
hour  an  attorney  can’t  work  equals  a  loss  of 
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“We  don’t  go  off  and  plan  requirements  on  our  own 
for  a  year  and  then  build  software  for  three  months. 
That’s  the  old  waterfall  model  of  software  develop¬ 
ment  that’s  largely  discredited  in  the  industry.  ” 

-Terry  Talley,  senior  technical  advisor,  Acxiom 


database  infrastructures  faster  and  with  more 
quality  than  it  would  have  been  able  to  do  two 
years  ago.  “Right  now,  I  think  we’re  deliver¬ 
ing  seven  to  10  times  more  projects  with  the 
same  number  of  people  than  we  did  two  years 
ago,”  Hill  says.  “Obviously,  if  we  can  deliver 
more  projects  faster,  that  allows  the  business 
to  achieve  its  goals  faster.” 


$300,  the  company’s  billable  rate.) 

Having  a  deep  understanding  of  the  busi¬ 
ness  also  enables  the  IT  department  to  develop 
innovative  applications  such  as  its  automated 
conflict  checking  system,  which,  in  a  matter 
of  hours,  makes  sure  that  Foley  has  no  prior 
relationships  preventing  it  from  taking  on  a 
case.  Systems  such  as  this  help  Foley  differen¬ 
tiate  itself  in  a  highly  competitive  industry. 
For  example,  one  of  Foley’s  clients  was  so 
impressed  by  the  firm’s  ability  give  it  a  quick 
answer  on  potential  conflicts  (as  opposed  to 
the  days  that  it  took  other  firms)  that  it  hired 
Foley  to  work  for  its  other  business  units. 

Building  an  Agile  Architecture 

Four  years  ago,  an  unreliable  IT  infrastructure 
was  the  Achilles’  heel  at  Golden  Gate  Univer¬ 
sity  (GGU),  a  private  San  Francisco-based 
school  geared  toward  working  adults.  Weekly 
network  and  server  failures  that  caused  the 
university’s  e-mail  and  ERP  systems  to  go 
down  for  hours  at  a  time  crippled  GGU  and 
prevented  it  from  achieving  the  goals  it  had 
laid  out  in  a  turnaround  plan — such  as  pro¬ 
viding  access  to  enterprise  data  through  a  Web 
browser,  letting  students  apply  for  admission 
and  register  for  courses  online,  and  offering 
classes  on  the  Web.  How  could  students  or 
administrators  trust  the  network  (and  the  uni¬ 
versity)  if  it  was  always  crashing? 

The  network  and  server  failures  resulted 
from  the  lack  of  real  architecture  supporting 
them,  just  a  hodgepodge  of  unstable,  uninte¬ 
grated  legacy  systems  and  platforms.  GGU 
hired  Anthony  Hill  as  its  CTO  in  August  2001 
to  chart  a  robust  and  extensible  path  for  IT. 
Hill  implemented  a  Linux-based  open  archi¬ 
tecture  that  would  make  the  IT  department 
more  productive  by  focusing  it  on  a  single  set 


The  Fruits  of  Agility 


What  an  agile  IT  department 
does  for  our  honorees 

Enables  greater  alignment  with 
business  needs 

Allows  IT  to  be  looked  upon  as 
a  strategic  business  partner 

^  Lowers  IT  costs 
^  Cuts  down  waste  and  inefficiency 
^  Improves  project  success  rates 

SOURCE  The  Agile  100  Honoree  Survey" 

of  technologies.  And  that,  by  virtue  of  its  sta¬ 
bility  and  extensibility,  would  enable  the  uni¬ 
versity  to  add  the  networked  services  it  needed 
to  attract  students. 

Hill  chose  a  Linux-based  open  architecture 
because  of  its  low  total  cost  of  ownership  and 
lack  of  vendor  lock-in.  “Open  source  makes 
me  more  agile  by  giving  me  a  choice  of  hard¬ 
ware  and  a  global  community  of  support  that 
we  don’t  get  through  vendor  solutions,”  says 
Hill.  Additionally,  by  standardizing  on  one 
operating  system,  his  staff  can  deepen  its 
expertise  in  that  area.  And  having  a  deeply 
skilled  IT  staff,  a  global  community  of  sup¬ 
port  and  lots  of  different  development  tools 
from  which  to  choose  means  that  the  IT 
department  can  respond  more  quickly  to 
change  and  to  the  university’s  needs.  For 
example,  since  moving  to  the  open  architec¬ 
ture  and  the  Linux  OS,  Hill  says  his  IT 
department  deployed  the  notoriously  com¬ 
plex  Oracle  1 1  i  ERP  suite,  relaunched  GGU’s 
website,  and  upgraded  its  networking  and 


Programming  the  Agile  Way 

Since  Acxiom  began  experimenting  with  grid 
computing  in  2000,  the  giant  customer  infor¬ 
mation  aggregator  increasingly  relies  on  agile 
software  development  methodologies  such 
as  extreme  programming  (characterized  in 
part  by  continuous  testing  of  small  coding 
improvements),  rapid  application  develop¬ 
ment  (contingent  upon  the  reuse  of  software 
components),  joint  application  development 
(involving  the  end  user  in  design  and  develop¬ 
ment)  and  iterative  development  (in  which 
changes  are  made  constantly  throughout  the 
development  process). 

“We  don’t  go  off  and  plan  requirements  on 
our  own  for  a  year  and  then  build  software  for 
three  months,”  says  Terry  Talley,  the  senior 
technical  advisor  in  charge  of  Acxiom’s  grid 
initiatives.  “That’s  the  old  waterfall  model  of 
software  development  that’s  largely  discred¬ 
ited  in  the  industry.  ” 

In  particular,  iterative  and  joint  develop¬ 
ment,  wherein  programmers  regularly  pro¬ 
duce  new  releases  of  software  in  close 
collaboration  with  business  users,  provides 
Acxiom  with  a  number  of  ways  to  achieve 
agility,  says  Talley.  The  two  methodologies 
foster  close  alignment  between  business  users 
and  development  staff,  and  they  enable  devel¬ 
opers  to  address  users’  needs  and  require¬ 
ments  for  an  application  as  soon  as  they 
surface.  They  also  enable  geographically  dis¬ 
persed  teams  to  work  on  different  parts  of  a 
software  program  at  the  same  time  using  a 
variety  of  open  source  tools,  such  as  an  online 
repository  where  developers  can  study 
requirements,  report  bugs  and  check  in  code. 

Rapid,  iterative  and  joint  development  also 
facilitate  the  easy  reuse  of  code,  which  speeds 
up  the  process.  For  example,  when  a  developer 
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has  to  build  a  Web  service,  he  can  simply  go  to 
Acxiom’s  Web-based  software  library  and 
check  out  the  lines  of  code  that  make  Web  serv¬ 
ices  secure  and  reliable  so  that  he  doesn’t  have 
to  rewrite  those  functions  and  thus  can  focus 
on  coding  for  the  desired  functionality,  what¬ 
ever  it  may  be. 

“Incremental  improvements  and  iterative 
development  cycles  all  play  into  our  ability  to 
deliver  quickly,”  says  Talley. 

Each  of  Acxiom’s  25  to  30  development 
teams  decides  which  agile  software  develop¬ 
ment  methodology  it’s  going  to  use  to  write  a 
particular  application  (or  piece  of  an  applica¬ 
tion)  based  on  the  team’s  skills  and  the  staffing 
or  time  constraints  it  may  be  under.  For  exam¬ 
ple,  to  develop  a  job-scheduling  application  in 
the  C++  language,  one  of  Acxiom’s  technical 
unit  leaders  opted  for  the  pair  programming 
approach  when  he  realized  his  team  didn’t 
have  the  perfect  mix  of  skills.  He  had  people 
who  understood  job  scheduling,  but  in  a  main¬ 
frame  environment,  not  a  C++  environment. 
Conversely,  he  had  staffers  versed  in  C++,  but 
not  in  job  scheduling.  So  he  paired  the  engi¬ 
neers  who  had  previously  worked  on  job 
scheduling  apps  with  engineers  knowledge¬ 
able  about  C++.  Thanks  to  this  approach,  the 
team  met  its  deadline  and  created  quality  code 
in  a  first  release. 

“Delivering  software  is  important  to  our 
business,  and  we  must  manage  that  develop¬ 
ment  environment  so  that  we’re  always  mak¬ 
ing  progress,”  says  Talley. 

Keeping  Your  Vendor  Agile 

In  preparation  for  outsourcing  650  employ¬ 
ees  in  eight  functions  including  claims 
processing,  IT  operations,  telecom  adminis¬ 
tration  and  application  development  to  Perot 
Systems  on  June  1,  2003,  BCBS  of  RI  CIO 
Zink  established  a  governance  team  to  moni¬ 
tor  Perot’s  performance.  While  the  governance 
team  is  similar  in  purpose  and  structure  to 
outsourcer  oversight  organizations  at  other 
companies,  it  was  set  up  expressly  to  react  with 
agility  to  changes  in  the  business  and  to  get 
those  changes  reflected  in  the  contract. 

Zink  appointed  eight  different  BCBS  of  RI 


executives  to  monitor  Perot’s  performance  on 
a  daily  basis  in  each  of  the  functional  areas. 
These  BCBS  of  RI  executives  track  more  than 
125  metrics — such  as  the  number  of  claims 
outstanding,  the  length  of  time  it  takes  to  pay 
a  claim  and  network  response  time — to  see  if 


and  representatives  from  Perot  on  a  weekly 
basis  to  review  status  reports. 

The  governance  team  also  facilitates 
changes  to  the  contract  and  SLAs  as  the  busi¬ 
ness  changes.  For  example,  in  October  2003, 
BCBS  of  RI  changed  an  SFA  pertaining  to  the 


“If  there’s  one  key  to  becoming  an  agile  IT 
department,  it’s  top-management  support.  ” 

-David  Zink,  CIO,  Blue  Cross  &  Blue  Shield  of  Rhode  Island 


there  are  any  deviations  from  the  norm,  good 
or  bad.  They  also  monitor  50  service-level 
agreements  (SFAs)  that  have  financial  penal¬ 
ties  attached  if  Perot  fails  to  meet  them.  Each 
of  the  BCBS  of  RI  executives  oversees  some¬ 
one  from  Perot.  And  Zink  meets  with  his  team 


number  of  points  Perot  could  earn  for  pro¬ 
cessing  claims  between  different  states’  Blue 
Card  plans.  The  Blue  Cross  Association  had 
shortened  the  amount  of  time  that  members 
were  given  to  pay  claims;  the  SLA  was  changed 
to  reflect  the  new  rules. 


The  Top  10  Agile  Practices 


What  Agile  100  organizations  say 
are  most  effective  in  becoming  an 
agile  IT  organization 


1 

2 

3 

4 

5 

6 


A  companywide  standard 
software  base 

Central  control  and  accountability 
for  IT  costs 

Repeatable  processes  for 
project  management 

A  flexible  software  architecture 

A  standardized  development 
platform 

A  fluid  balance  of  payroll 
employees,  contract  employees, 
and  outside  consultants  and 
outsourcers 


7 

8 

9 

10 


Aflat  organizational  hierarchy 

Flexible,  short-term  provider 
contracts 

Flexible,  quickly  deployable  teams 
(such  as  SWAT  teams) 

An  optimal  balance  of  flexible 
versus  fixed  IT  operating  costs 


SOURCE:  "The  Agile  100  Honoree  Survey" 


Budgeting  for  Agility 

In  2002,  at  the  height  of  the  corporate  scan¬ 
dals  and  the  economic  downturn,  when  Mer¬ 
rill  Lynch’s  business  was  taking  a  hit,  the 
company  embarked  on  a  restructuring  of  its 
IT  operation.  IT  had  been  set  up  in  vertical  silos 
across  Merrill’s  three  business  groups:  asset 
management,  institution  and  retail.  Each  of 
these  businesses  had  its  own  IT  staff  and  assets. 
As  a  result  of  this  decentralized  structure,  Mer¬ 
rill  didn’t  get  any  economies  of  scale  purchas¬ 
ing  IT;  redundancies  of  technology,  people  and 
processes  proliferated. 

Merrill  decided  to  centralize  IT  into  a 
global  services  organization  and  to  deliver  it 
to  the  business  as  a  utility.  In  other  words, 
each  business  group  would  tell  IT  how  much 
computing  power  it  needed,  and  IT  would 
charge  the  business  on  a  monthly  basis  for 
what  it  used. 

John  Cummings,  Merrill’s  senior  vice  pres¬ 
ident,  chief  information  and  services  officer, 
and  head  of  global  technology  and  services, 
says  the  utility  model  provides  a  mechanism 
for  throttling  IT  services — such  as  storage  and 
processing  power — up  or  down  depending  on 
business  demand.  The  agility  comes  in  because 
it  “allows  the  businesses  to  change  the  pricing 
and  the  internal  profit-and-loss  dynamics  of 
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their  businesses  so  they  can  respond  much 
more  quickly  to  changes  in  the  marketplace,” 
says  Cummings.  For  example,  if  a  business 
unit  decides  to  phase  out  a  product  that  con¬ 
sumed  a  lot  of  storage  or  processing  power, 
Merrill  now  can  transfer  that  IT  capacity  to 
another  area  of  the  business  that’s  growing.  It 
can  reuse  the  technology  rather  than  having 
resources  dedicated  to  supporting  a  now- 
obsolete  product. 

Before  IT  could  begin  sending  bills  to  the 
business  groups,  it  needed  to  explain  to  them 
how  IT  was  charging  them  and  what  they  were 
being  charged  for.  IT  named  this  awareness 
effort  Cost  Transparency  Now. 

Each  bill  that  IT  sends  out  consists  of  a 
macro  view  of  the  business’s  total  technology 
costs  and  breaks  down  the  total  cost  into 
details — such  as  the  exact  technology  assets 
and  resources  that  were  consumed  to  sup¬ 
port  say,  Visa  transactions,  and  what  each  of 
those  assets  and  resources  cost  at  a  unit  level. 
“  Cost  Transparency  Now  converts  very  deep 
and  complicated  technology  functions  into 
volumes  and  transactions  and  unit  costs  that 
are  meaningful  to  a  business  group,”  says 
Cummings. 

Clarian  Health  Partners,  a  consortium  of 
hospitals,  has  a  different  approach  to  funding 
its  21 -person  Department  of  Business  Inno¬ 
vations,  which  combines  IT,  business  process 
reengineering  and  procurement  staff,  and  is 
charged  with  reacting  quickly  to  new  oppor¬ 
tunities  and  challenges.  The  Department  of 
Business  Innovations’  budget  is  divided 
between  two  areas:  projects  that  will  enhance 
patient  care  and  projects  that  will  streamline 
physicians’  work,  according  to  Tal  Moise,  vice 
president  of  the  department  and  co-CIO. 
Except  for  a  requirement  that  a  portion  of 
Business  Innovations’  budget  must  go  to 
patient  care  and  a  portion  to  physicians,  the 
department  determines  what  projects  it’s  going 
to  undertake  within  those  two  categories 
based  on  Clarian’s  needs.  It’s  not  locked  down; 
the  budget  is  not  fixed.  “This  gives  us  a  great 
deal  of  flexibility.  When  a  new  event  takes 
place,  or  a  new  market  opportunity  comes  up, 
we  can  simply  apportion  those  dollars  to  the 


appropriate  location,”  says  Moise. 

Because  the  Department  of  Business  Inno¬ 
vations  has  the  authority  to  decide  what  spe¬ 
cific  projects  to  focus  on,  it  could  react  quickly 
to  the  effects  of  a  new  Indiana  law  that  per¬ 
tained  to  organ  donors.  Before  the  law  was 
passed  in  mid-2003,  family  members  of  organ 
donors  who  had  died  had  the  right  to  veto  their 
loved  one’s  decision  to  donate  organs.  The  new 
law  took  away  that  veto.  Suddenly,  there  was 
a  30  percent  increase  in  the  number  of  hearts, 
lungs  and  other  organs  coming  into  Clarian’s 
transplant  lab.  The  lab  couldn’t  cope.  But 
within  two  months  (and  for  under  $30,000), 
Business  Innovations  built  a  system  that  auto¬ 
mated  Clarian’s  process  for  matching  donated 
organs  with  needy  patients. 

Agile  IT  for  Agile  Business 

From  one  IT  department  to  another,  no  mat¬ 
ter  what  the  industry  or  mission,  the  message 
is  always  the  same:  To  become  agile,  every¬ 
one  in  IT  has  to  understand  the  business  inside 
and  out.  IT  can’t  stay  on  top  of  business  needs, 
or  react  quickly  to  new  market  opportunities, 
if  it  doesn’t  know  or  understand  the  business 


drivers.  And  just  as  the  IT  department  must 
foster  flexibility  and  responsiveness  across  a 
number  of  disciplines  inside  IT,  companies 
have  to  promote  that  same  flexibility  and 
responsiveness  across  all  their  business  units. 
Giving  a  stodgy  business  an  agile  IT  depart¬ 
ment  is  like  giving  a  fish  a  bicycle.  There’s  noth¬ 
ing  like  bureaucracy  to  put  the  kibosh  on  agility. 
Agility  has  to  be  the  mantra  of  the  the  company 
at  large,  and  as  BCBS  of  RI’s  Zink  says,  it  has  to 
be  supported  by  the  top  executives. 

According  to  Zink,  you  know  you’ve  com¬ 
pleted  the  transition  to  an  agile  IT  department 
when  the  business  doesn’t  even  think  of  mov¬ 
ing  in  any  direction  without  IT’s  input. 

“I  have  a  tremendous  working  relationship 
with  my  peers,”  he  says.  All  the  other  senior 
vice  presidents  and  vice  presidents  come  to  IT 
for  help.  “Before  [the  transformation],  they 
never  would  have  thought  of  IT.  They  would 
have  thought  of  ways  to  avoid  IT. 

“Today,  they  don’t  do  anything  without 
us.”  WEI 


Senior  Writer  Meridith  Levinson  can  be  reached  at 
mlevinson@cio.com. 
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BY  ELANA  VARON 


Allstate  Insurance  Catherine  Brune,  Senior  VP  and  CTO 


WHEN  INCOME  from  Allstate  Insurance’s  traditional  property- 
casualty  business  slumped,  the  company  bet  that  selling  financial 
products  would  beef  up  its  bottom  line.  And  it  has.  Allstate  Financial, 
the  division  that  sells  annuities  and  life  insurance,  posted  profits 
during  four  of  the  past  five  years.  But  competitive  pressure  puts  a 
premium  on  the  company’s  ability  to  quickly  and  efficiently  introduce 
new  products,  and  to  establish  close  relationships  with  brokers  and 
bankers  who  handle  an  increasing  percentage  of  the  sales. 

Agile  Business  Response:  Allstate  offered  the  brokers  and  bankers 
who  distribute  its  products  the  capability  to  do  business  via  multiple 
channels.  These  channels  include  a  portal,  www.accessatlstate.com, 
for  its  exclusive  agents  that  launched  in  2002  and  AnnuityNet, 
an  industrywide  sales  hub.  More  than  90  percent  of  the 
members  of  Allstate  Financial’s  distribution  network  use  the 
portal  to  access  information  about  new  products  and  conduct 
transactions.  They  generated  a  14  percent  increase  in  sales  of 
financial  products  last  year. 


It  used  to  be  that  each  business 
developed  what  they  needed. 

Now  developers  work  on 
problems  across  businesses.” 


Agile  IT  Enablers:  Allstate  designed  a  service-oriented  architecture 
that  treats  data  and  business  applications  as  components  that  can  be 
integrated  as  needed,  using  Web  services.  For  its  financial  products,  the 
company  created  a  set  of  15  standards-based  technology  components 
common  to  all  of  its  offerings  that  Michael  Boyle, 

Allstate  Financial’s  vice  president  and  CIO, 
compares  to  Lego  blocks.  Each  of  the  multiple 
channels  used  by  Allstate  Financial’s  distributors 
employs  the  same  components  to  execute  trans¬ 
actions,  whether  it’s  pricing  a  policy,  changing  an 
address  or  choosing  new  investments. 


-CATHERINE  BRUNE 


Warner  Music  Group  TswGa/,c/o 


RECORDING  INDUSTRY  LAWSUITS  put  a  dent  in  the  popularity  of 
free,  illegal  downloads.  But  customers  still  want  music  online  and  on 
their  cell  phones.  A  new  process  for  creating  digital  masters  gives 
Warner  Music  Group  (WMG)  the  capability  to  respond  quickly  to 
demand  for  new  formats  and  provide  a  legal 
alternative  to  pirated  digital  music. 

Agile  Business  Response:  Fourth  in  global 
market  share  in  2002  (behind  Universal,  Sony 
and  EMI),  WMG  immersed  itself  in  the  Internet. 
The  company  revamped  its  production  process, 
replacing  analog  tapes  with  digital  masters  of 
recordings  that  could  be  easily  reproduced  in 
multiple  formats:  online  downloads,  traditional 


"We  ignored  Web  reality 
with  Napster,  and  it  isn’t 
going  to  happen  again.” 

-TSVI  GAL 


CDs  and  cell  phone  ringtones.  The  decision  paid  off  when  WMG 
became  the  first  major  label  to  cut  a  distribution  deal  with  Apple  in 
2002  to  provide  downloads  for  iTunes,  and  last  year  with  multiple  wire¬ 
less  carriers  to  supply  musical  ringtones.  Industrywide,  purchased 
downloads  outsell  singles,  while  the  ringtone  market  has  reached 
approximately  $3  billion.  According  to  CIO  Tsvi  Gal,  the  company  was 
the  only  major  recording  company  to  achieve  real  growth  in  2003.  (As  a 
private  company,  WMG  doesn’t  publish  its  numbers.) 

Agile  IT  Enablers:  Beginning  in  2002,  WMG  deployed  a  set  of 
centrally  managed,  Java-based  workflow  applications  and  other 
online  tools  that  are  accessible  to  each  of  its  brands  via  the  corporate 
intranet.  The  applications  cover  the  processes  of  creating  digital 
masters  of  recordings  and  reformatting  them  for  CDs,  ringtones, 
karaoke,  online  downloads  and  radio  playlists.  Another  Web  application 
delivers  recordings  to  WMG’s  three  global  manufacturing  facilities, 
enabling  simultaneous  worldwide  production  and  release  of  CDs. 
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Howto 
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Call:  (888)  289-APCC 
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Legendary  Reliability® 


(downtime,  excess  cost  and  human  errors  are  not) 


From  Houston  to  Hong  Kong,  smart  IT  managers  everywhere 
are  trading  in  legacy  data  center  design  for  a  more  available, 
agile,  scalable  approach.  Finally,  racks,  power,  cooling,  and 
management  can  become  a  competitive  edge  that  moves  as 
fast  as  your  business,  rather  than  an  expensive  headache. 

The  opportunity  to  make  a  difference  is  real,  and  you  can  see 
it  working  at  a  site  near  you.  Come  and  see  the  future! 

Food  and  thought. 

You're  invited  to  represent  your  company  at  an  APC  Real-time 
InfraStruXure™  Award  Dinner,  coming  to  a  city  near  you.  There,  not 
only  will  you  discover  the  latest  innovations  in  data  center  physical 
infrastructure,  but  you'll  enjoy  a  good  meal  on  us,  shared  with  some 
of  the  most  advanced  thinkers  in  the  industry.  What  better  way  to 
learn  how  your  peers  are  keeping  pace  with  InfraStruXure,  on- 
demand  architecture  for  network-critical  physical  infrastructure  than 
to  see  it  firsthand? 

Highly  available.  Adaptable.  Lower  cost. 


hassles  than  legacy  design.  It's  a  rare  win-win  situation  -  you  save 
both  money  and  time,  allowing  you  to  invest  more  in  the 
applications  that  drive  real  competitive  advantage  for  your 
company.  After  all,  is  your  next  promotion  really  coming  from  your 
choice  of  battery  vendors? 


Join  the  crowd. 

Don't  miss  this  opportunity  to  see  industry  best  practices  in  action. 
See  firsthand  how  companies  worldwide  are  reaping  the  benefits  of 
InfraStruXure 's  standardized,  pre-tested  approach  to  data  center 
design.  Because  this  exclusive  event  is  limited  to  IT  professionals, 
there  are  only  a  limited  number  of  available  openings. 


On-demand  architecture  for  network- 
critical  physical  infrastructure 


Infrastructure 


POWER  RACK  COOLING 


/\u 


Scalable,  modular  InfraStruXure  architecture  includes  power, 
cooling,  racks  and  physical  structure,  security  and  fire  protection,  and 
cabling,  as  well  as  the  management  and  servicing  of  these 
elements.  InfraStruXure  leaves  you  poised  to  quickly  adapt  to  change 
and  increase  system  availability  -  all  at  a  lower  cost  and  with  fewer 


Register  today! 

Events  fill  quickly,  and  if  we  are  unable  to  book  your  attendance 
at  your  first  choice,  we  will  do  our  best  to  accommodate  you  as 
quickly  as  possible. 


No  wires,  no  smoke  and  mirrors  -  just  higher  availability  and 
See  a  live  InfraStruXure"  installation  near  you  today.* 

To  Register:  Online  -  Go  to  http://pmo.apc.coni  and  enter  key  code  s250y 
By  Phone  -  Call  1-888-289-APCC  (2722)  x3205 
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ABF  FREIGHT  SYSTEM  DAIMLERCHRYSLER 
GKN  AEROSPACE  NORTH  AMERICA  (EAST) 


I 


FEDEX  CORP. 


Agile  companies  can  adjust  their  operations 
to  cope  with  unexpected  events,  whether  it’s 
a  surge  in  new  business  or  a  backlog  in  the 
warehouse.  Four  CIO  100  honorees  tell  how  IT 
makes  them  and  their  trading  partners  flexible. 


BY  TRACY  MAYOR 


FAXES.  PHONE  CALLS.  Desk-bound  quality  specialists 
storing  thousands  of  pieces  of  paper  in  hundreds  of  binders. 

These  were  the  ways  that  DaimlerChrysler  used  to  track 
development  and  resolve  quality  issues  with  the  thousands  of 
companies  that  design  parts  for  the  cars,  trucks  and  commer¬ 
cial  vehicles  manufactured  by  its  Chrysler  Group  unit.  Prob¬ 
lem  was,  when  a  drive  train  was  one-eighth  of  an  inch  too  long 
or  a  widget  a  half-centimeter  too  wide,  it  could  take  up  to  three 
weeks  to  notify  the  supplier,  fix  the  problem  and  insert  the  reme¬ 
died  part  back  into  the  design  process. 

Now  those  suppliers  instead  use  Powerway,  a  Web-enabled 
quality  management  system  and  supply  chain  collaboration  net¬ 
work.  Faster  and  more  accurate  than  the  paper-based  processes 
it  replaced,  Powerway  helps  Chrysler  identify  potential  design 
and  engineering  conflicts  in  theory  before  they  even  occur  in 
reality.That  in  turn  helps  the  company  design  new  cars  much 


faster — in  months  rather  than  years — which  is  a  key  consider¬ 
ation  in  an  industry  where  consumers  are  fickle,  competitors 
are  tough,  and  time  to  market  can  make  or  break  a  company. 

The  automotive  industry  is  one  of  many  in  which  a  nimble 
supply  chain — one  that  can  respond  quickly  to  changes  in  cus¬ 
tomer  demand — plays  a  crucial  role.  An  agile  supply  chain  is 
fast  from  end-to-end,  but  more  important,  it’s  flexible.  Lean 
operating  practices  and  manufacturing  principles  enable  agile 
supply  chains  to  accommodate  or  bypass  disruptions  smoothly. 

“Some  of  our  plants  can  require  over  450  truckloads  a  day. 
A  supply  chain  breakdown  can  bring  an  entire  assembly  line  to 
a  halt,”  says  Susan  Unger,  DaimlerChrysler  senior  VP  and  CIO. 
“For  us,  a  robust,  agile,  IT-enabled  supply  chain  is  critical.” 
DaimlerChrysler  comprises  the  Mercedes  and  Smart  Passenger 
Car  Group,  the  Chrysler  Group  and  the  Commercial  Vehicles 
unit;  it  commands  a  global  supply  chain  of  staggering  propor- 


PHOTO  BY  RICHARD  HIRNEISEN 


SUSAN  UNGER,  DaimlerChrysler  CIO,  says 
an  agile  supply  chain  helps  the  automaker 
align  production  with  customer  demand. 


tions — 104  plants  in  37 countries,  14,000  sup¬ 
pliers  and  1 3,000  sales  outlets  in  200  countries. 
Even  so,  in  the  United  States,  the  company’s 
Chrysler  Group,  which  includes  the  Chrysler, 
Dodge  and  Jeep  brands,  “has  always  been  one 
of  the  smaller  domestic  players,”  says 
Unger.”  We  have  to  leverage  our  supply  base 
much  more  heavily  than  a  GM  or  a  Ford.” 

DaimlerChrysler  is  among  several  CIO  100 
honorees,  including  ABF  Freight  System  and 
GKN  Aerospace  North  America  (East),  that 
stand  out  for  using  IT  to  create  a  supply  chain 
that’s  not  just  efficient,  but  one  that’s  nimble 
and  predictive — that  is,  able  to  anticipate 
change  and  help  companies  adjust  to  that 
change  and  accommodate  it  on  the  fly.  These 
companies  have  tapped  technology  to  gain 


insight  into  and  extract  knowledge  from  busi¬ 
ness  and  manufacturing  processes  that  allow 
both  the  corporation  and  its  suppliers  to 
respond  in  record  time  to  changes  in  the 
marketplace. 

An  agile  supply  chain  isn’t  just  fast  and  flex¬ 
ible;  it’s  transparent:  Managers  can  “see  into” 
systems  and,  when  necessary,  make  ad  hoc 
adjustments  that  keep  manufacturing  and 
delivery  processes  aligned  with  customers’ 
needs  and  their  own  bottom  line.  “A  few  years 
ago,  IT  was  all  about  shaking  the  pennies  out 
of  the  supply  chain.  There  are  still  pennies  to  be 
shaken,  but  now  there’s  a  big  drive  to  create 
more  agility,”  says  Gene  Alvarez,  a  senior 
program  director  at  Meta  Group  who  tracks 
supply  chain  trends.  The  role  of  the  CIO,  he 


says,  is  to  bring  the  business  closer  to  its  sup¬ 
pliers  and  improve  the  “sensing”  abilities  of 
the  organization — that  is,  its  ability  to  detect 
and  respond  to  changes  in  its  supply  chain. 

Here  are  four  ways  that  DaimlerChrysler 
and  other  agile  supply  chain  leaders  are  using 
IT  to  become  flexible. 

1.  LOOK  BEYOND  THE  SHOP  FLOOR. 

Supply  chain  managers  must  pay  heed  to 
manufacturing  and  shipping  processes,  but 
companies  that  are  truly  committed  to  flexi¬ 
bility  look  beyond  the  factory  floor  to  make 
their  supply  chains  more  agile. 

The  Chrysler  Group,  for  example,  consid¬ 
ers  every  step  in  the  vehicle  production  and 
sales  process  as  part  of  its  supply  chain,  start¬ 
ing  with  the  very  first  stage  of  vehicle  design 
and  ending  with  its  service  and  repair.  “Too 
many  people  think  of  the  supply  chain  as  only 
manufacturing,  but  it  covers  pre-  and  post¬ 
build  as  well,”  says  Unger. 

That’s  why  Chrysler  has  deployed  a  con¬ 
stellation  of  systems  that  automate  and 
streamline  every  part  of  its  supply  chain:  One 
of  these  systems,  the  Global  Supplier  Portal, 
presents  a  unified  interface  and  infrastructure 
for  transactions  between  suppliers  and  all  of 
DaimlerChrysler.  Another,  the  Integrated  Vol¬ 
ume  Planning  Application,  gathers  sales  data 
and  relays  it  back  to  production  planning 
applications  and,  from  there,  to  suppliers  so 
that,  for  example,  dealers  will  have  enough 
Dodge  RAM  trucks  with  1 5-inch  rather  than 
16-inch  wheels  if  that’s  what’s  selling.  And  at 
the  earliest  stages  of  design,  Chrysler  and 
3,400  of  its  suppliers  use  Powerway  to  track 
new  parts  through  nine  quality  control  “gates” 
before  they’re  certified  for  use  on  production 
lines.  (Powerway  was  first  adapted  by  Chrysler 
for  the  automotive  industry  in  2001;  it’s  now 
considered  an  industry  standard,  Unger  says.) 

Identifying  and  addressing  quality  prob¬ 
lems  in  the  earliest  part  of  the  design  stage 
eliminates  compatibility  problems,  explains 
Jeff  Mowry,  senior  manager  of  supplier  qual¬ 
ity  systems  for  IT  management.  That  in  turn 
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allows  the  company  to  design  and  bring  more 
quickly  to  market  vehicles  that  incorporate 
advances  in  technology,  safety  and  consumer 
preferences,  Mowry  says. 

2.  SHARE  LOTS  OF  DATA 

Companies  become  agile  by  gathering  data 
from  the  widest  possible  array  of  sources  and 
putting  it  to  timely  and  effective  use.  Daimler- 
Chrysler’s  Global  Supplier  Portal  allows  the 
company  to  do  this  by  reaching  widely  and 
deeply  into  all  areas  of  its  business. 

Hosted  by  Covisint,  a  supplier  of  e-com¬ 
merce  technology  for  the  automotive  indus¬ 
try,  the  Global  Supplier  Portal  presents  a 
unified  interface  and  infrastructure  for  every 
type  of  interaction  between  a  supplier  and 
DaimlerChrysler.  The  6,000  suppliers  that 
have  registered  to  use  the  portal  gain  a  com¬ 
mon  user  interface  and  password  for  interact- 


Agility  in  Action 


Sales  and  inventory  data  relayed  back  to 
production  planning  systems  increased 
ability  to  manufacture  products  based  on 
current  customer  demand 

—  Real-time  shipment  status  data  avoided 
bottlenecks  by  routing  deliveries  through 
the  least  busy  distribution  centers 


feasible  for  companies  to  capture  manufactur¬ 
ing,  production  and  delivery  data  as  it  is  gen¬ 
erated.  Agile  companies  go  the  extra  step  by 
building  supply  chain  systems  that  can  monitor 
and  react  to  that  data  as  events  unfold. 

ABF  Freight  System  uses  a  series  of  home¬ 
grown  wireless  applications  called  NetLink  to 
manage  how  freight  flows  through  its  net¬ 
work.  Where  drivers  and  other  personnel  pre¬ 
viously  worked  with  printed  instructions  that 


“NetLink  gives  us  the  agility  we  need  to  better 
neutralize  those  kinds  of  events,”  he  says. 

In  a  similar  vein,  the  Chrysler  Group  uses 
its  production  control  system,  PC  Portal,  to 
keep  second-by-second  tabs  on  some  400,000 
events — gathered  from  suppliers  and  carriers 
worldwide — that  affect  its  manufacturing 
processes.  For  example,  PC  Portal  can  tell  a 
vehicle  seat  supplier  exactly  when  a  seat  is 
needed  by  a  Chrysler  assembly  line,  as  well  as 
when  a  shipment  should  be  delayed.  The  parts 
arrive  on  the  floor  and  are  delivered  to  the 
assembly  line  operator  within  minutes,  or 
sometimes  even  seconds,  of  being  needed,  but 
not  before.  Some  95  percent  of  Chrysler 
Group’s  parts  and  components  are  shipped 
JIT  (just-in-time)  and,  thanks  to  a  sequenced 
parts  delivery  (SPD)  program,  delivered  to  its 
plants  in  the  same  order  the  vehicles  are 
assembled.  JIT  and  SPD  eliminate  secondary 


Armed  with  data  delivered  to  handheld  devices,  the  ABF  Freight 
System  drivers  can  better  react  to  unexpected  events,  from  a 
hurricane  to  a  blown  truck  tire,  says  Wes  Kemp,  vice  president 
of  terminal  operations. 


ing  with  DaimlerChrysler’s  many  different 
business  groups.  And  they  do  so,  to  the  tune 
of  25,000  hits  per  day,  according  to  Mowry. 

As  with  Powerway,  Covisint  is  available  to 
the  entire  automotive  industry,  but  the  breadth 
and  depth  of  DaimlerChrysler’s  use  of  the  por¬ 
tal  sets  it  apart  from  the  competition,  Mowry 
claims.  “We  are  about  to  be  using  it  globally 
across  all  our  brands,  and  we  have  many  more 
users  and  more  hits  per  day  than  the  competi¬ 
tion,”  he  says.  Using  the  Global  Supplier  Por¬ 
tal  to  share  information  across  business  units 
helps  all  the  divisions  communicate  more 
quickly,  identify  and  resolve  problems  faster, 
and  stay  fleet  in  the  face  of  the  competition. 

3.  PUT  TIMELY  DATA  TO  WORK 

Advances  in  mobile  technology  have  made  it 


had  been  prepared  hours  or  even  days  in 
advance,  they  now  carry  handheld  devices 
connected  to  wireless  networks  that  transmit 
delivery  data  every  second.  Armed  with  this 
data,  the  company  can  avoid  bottlenecks  and 
better  react  to  unexpected  events,  from  a  hur¬ 
ricane  to  a  blown  truck  tire,  says  Vice  Presi¬ 
dent  of  Terminal  Operations  Wes  Kemp. 

For  example,  workers  on  the  loading  dock 
can  now  check  the  status  of  the  closest  ABF 
distribution  center.  If  a  surge  in  business  threat¬ 
ens  to  overwhelm  the  Kansas  City  center,  a 
worker  can  redirect  a  shipment  to  the  Little 
Rock  or  South  Chicago  center,  thereby  pre¬ 
venting  a  bottleneck  in  Kansas  City  that  Kemp 
says  could  take  days  to  work  through.  Not 
only  are  such  backups  costly  to  ABF,  they  dis¬ 
rupt  their  customers’  supply  chains  as  well. 


storage,  reduce  excess  transportation  and  min¬ 
imize  inventory,  but  leave  little  room  for  errors 
or  miscommunication.  “Migrating  to  JIT  ship¬ 
ments  and  reducing  inventory  levels  puts 
extreme  pressure  across  the  entire  supply 
chain;  so  when  we  do  have  an  adjustment,  we 
have  to  be  coordinated,”  explains  Kathi  Ver- 
naci,  senior  manager  of  plant  supply  systems 
for  the  Chrysler  Group.  The  PC  Portal  facili¬ 
tates  such  coordination. 

4.  GET  CLOSE  TO  YOUR  PARTNERS 

To  be  agile,  companies  need  to  know  what’s 
happening  beyond  their  own  walls.  One  slug¬ 
gish  supplier  upstream  or  one  backed  up  cus¬ 
tomer  downstream  can  hobble  even  the 
nimblest  supply  chain.  To  avoid  such  situa¬ 
tions,  companies  need  to  get  digitally  close 
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Profiles  in  Business  Mobility  #10  Security 


Be  cool,  Mr.  “I  Have  Security  Issues.” 
Nokia  has  you  covered. 


CHALLENGE:  He  knows  that  always-on  connectivity 
demands  always-on  security.  Even  as  threats  change, 
requests  for  data  increase  and  budgets  get  tighter 


Learn  how  to  mobilize  your  team  and  increase  business 
productivity.  Download  “The  Anytime,  Anyplace  World” 
white  paper  at  »nokiaforbusiness.com 


NAME:  Mr.  “I  Have  Security  Issues” 


QUOTE:  “Is  it  safe?” 


NOKIA’S  ANSWER  FOR  I.T.:  Nokia  Firewall  Appliance 


i 

MEETS  HIS  NEEDS  by  enabling  the  rapid 
deployment  of  security  application  from 
Check  Point™  Software  Technologies  on 
purpose-built  Nokia  appliances.  Also,  with 
a  track  record  of  over  100,000  Nokia  install¬ 
ations,  it  keeps  his  blood  pressure  down. 


MEETS  HIS  COMPANY’S  NEEDS  by  improving  productivity 
through  better  security  and  data  availability,  and  by 
offering  leading  price/performance.  Whew! 


NOKIA 

Connecting  People 


SUPPLY  CHAIN 


to  enough  of  their  partners  to  know  when  their 
shortages  and  overages  are  happening. 

GKN  Aerospace  North  America  (East),  a 
supplier  of  engine  parts  for  aircraft  and  aero¬ 
space  vehicles,  knows — down  to  the  hour  and 
minute — the  needs  and  wants  of  its  largest 
customer:  Boeing. 

GKN  Aerospace  North  America  (East) 
was  born  in  200 1 ,  when  aerospace  giant  Boe¬ 
ing  decided  it  wanted  out  of  fabrication  to  con¬ 
centrate  on  assembly  and  sold  its  division  as  a 
separate  company  to  GKN.  Even  so,  the  com¬ 
pany’s  supply  chain  wasn’t  fully  integrated 
with  Boeing  because  Boeing  was  adopting  new 
approaches  to  procurement,  such  as  minimum 
and  maximum  inventory  thresholds  and  flex¬ 
ible  scheduling. 

The  challenge,  says  Gregg  McDaniels,  an 
applications  manager  at  GKN,  was  to  develop 
a  system  that  could  align  GKN’s  production 
with  Boeing’s  consumption.  The  result  is  Sen¬ 
tinel,  GKN’s  event-driven  manufacturing  sys¬ 
tem  that  watches  key  indicators  in  Boeing’s 
production  systems  via  a  Web-based  portal  and 
reports  back  to  GKN’s  ERP  system.  Sentinel 
responds  automatically  to  Boeing’s  demand  by 
increasing,  decreasing  or  shutting  down  GKN’s 
production  systems  according  to  parts  usage. 

The  supply  chain  flexibility  enabled  by  Sen¬ 
tinel  has  returned  a  38  percent  reduction  in 
cycle  times  for  products  and  a  35  percent 
reduction  in  inventory,  which  amounts  to 
some  $25  million  saved.  The  company  has 
also  reduced  its  workforce  by  20  percent 
because  Sentinel  tracks  information  about 
changes  in  the  supply  chain  that  were  previ¬ 
ously  tracked  by  analysts. 

In  developing  Sentinel,  McDaniels  sat 
down  with  key  Boeing  personnel  to  capture 
system  requirements.  “We  had  sales  order 
analysts  and  contract  and  pricing  specialists, 
shop-floor  control  guys  and  ERP  analysts,” 
McDaniels  lists.  They  provided  feedback 
about  the  features  that  would  best  benefit 
Boeing,  as  well  as  a  forum  for  the  Boeing  offi¬ 
cials  to  get  their  questions  answered.  “We 
needed  their  buy-in,  and  this  was  the  best  and 
quickest  way  to  get  it.  ” 

Why  would  Boeing,  wrestling  with  its  own 


The  Shipping  News 


Data  from  logistics  suppliers  creates  pathways  to  agility 

SHIPPERS  OF  ALL  SIZES  and  specialties  have  invested  heavily  in  IT  to  become  more 
agile  and  efficient.  For  ABF  Freight  System  and  FedEx,  two  CIO  100  honorees  in  the  logis¬ 
tics  business,  a  byproduct  of  these  investments  has  been  access  to  data  about  cus¬ 
tomers’  shipping  practices  that  the  customers  can  use  to  improve  their  internal  agility. 

“A  lot  of  times,  we  know  more  about  our  customers  than  they  do— how  they’re 
responding  to  events,”  says  Robert  Carter,  FedEx  executive  vice  president  and  CIO. 
Customers  can  become  more  flexible  simply  by  knowing  exactly  when  a  delivery  will 
arrive  and  what  will  be  in  it.  For  example,  a  test  lab  for  bone  marrow  samples  (which 
must  be  processed  almost  immediately  after  they’re  received)  uses  data  from  FedEx 
to  forecast  its  staffing  needs  for  the  next  day.  ‘They're  no  longer  just  reacting  to  how 
many  things  show  up,”  says  Carter. 

Roughly  25,000  customers  (accounting  for  80  percent  of  ABF  Freight  System’s 
annual  revenue  and  shipment  tonnage)  use  its  eCenter  e-commerce  infrastructure 
to  track,  redirect  or  merge  shipments  en  route.  In  addition,  ABF’s  decision-support 
and  demand-forecasting  applications  help  customers  view  their  shipping  histories 
to  pinpoint  inefficiencies  and  missed  opportunities. 

NGK  Spark  Plugs  USA  uses  daily  shipping  reports  from  ABF  to  track  materials  that 
the  company  has  ordered  shipped  from  its  suppliers  to  its  subcontractors.  If  a  sub¬ 
contractor  says  he  needs  more  electrical  connectors,  "I  can  use  the  report  to  see  what 
shipments  are  coming  and  expedite  an  order,”  says  Materials  Group  Supervisor  Doug 
Erwin.  That  ability  to  react  quickly  speeds  up  NGK’s  overall  manufacturing  process. 
Furthermore,  by  looking  at  his  company’s  shipping  trends  over  a  monthlong  period, 
Erwin  is  able  to  identify  ways  he  can  consolidate  regular  shipments,  which  both  saves 
NGK  transportation  costs  and  gets  parts  where  they  need  to  be  ahead 
of  schedule.  -T.M. 


problems  caused  by  the  ongoing  aerospace 
industry  slump,  invest  the  time  to  help  what 
was  now  a  separate  company  improve  its  sup¬ 
ply  chain?  “The  better  GKN  [does]  business, 
the  cheaper  we  can  get  our  product  from 
them,”  says  Cassandra  Erdelac,  a  general  pro¬ 
curement  supplier  manager  for  Boeing  Inte¬ 
grated  Defense  Systems.  “If  GKN  can’t  give 
us  a  part  on  time  because  one  of  their  raw 
materials  suppliers  is  late,  it  doesn’t  do  us  any 
good  not  to  know  about  that.  Through  the 
supply  chain,  everybody  is  linked.” 

In  the  past  decade,  information  technology 


has  radically  transformed  the  supply  chain 
from  a  world  of  purchase  orders  and  bills  of 
lading  to  a  universe  of  digital  data  swaps.  The 
challenge  now,  as  CIO  100  honorees  demon¬ 
strate,  is  to  use  the  opportunities  presented 
by  advances  like  real-time  data  availability, 
global  communication  and  business-partner 
alliances  to  create  a  supply  chain  that’s  not 
simply  fast,  but  agile  as  well.  BE] 


Tracy  Mayor  ( tmayor@comcast.net )  is  a  freelance 
writer.  Send  feedback  to  Senior  Editor  Elana  Varon  at 
evaron@cio.com. 
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Profiles  in  Business  Mobility  #6  Productivity 


Working-from-Home  Walter  now  gets  more 
done  in  slippers  than  in  wingtips. 


NAME:  Working-from-Home  Walter 


QUOTE:  “Who  says  I  have  to  be  at  work  to  be  hard 
at  work?" 


CHALLENGE:  His  company  needs  him.  His  family  needs  him. 


NOKIA’S  ANSWER  FOR  I.T.:  Nokia  Secure  Access  System 


X 


Learn  how  to  mobilize  your  team  and  increase  business 
productivity.  Download  “The  Anytime,  Anyplace  World” 
white  paper  at  »nokiaforbusiness.com 


MEETS  HIS  NEEDS  by  letting  him  work 
on  his  home  PC  when  he  needs  to  and 
still  have  access  to  business-critical 
applications  like  email,  sales  data,  and 
enterprise  resource  planning  software. 


MEETS  HIS  COMPANY’S  NEEDS  by  creating  a  more 
flexible  yet  cost-effective  and  secure  work 
environment  for  valuable  employees. 


IMOKIA 


Connecting  People 


SNAPSHOTS 


THE  CHALLENGE 


BY  MEGAN  SANTOSUS 


City  of  Baltimore  Elliot  Schlanger,  CIO 

FACED  WITH  A  DECLINING  TAX  BASE,  reduced  federal  funds  and  less 
favorable  investment  returns,  the  city  of  Baltimore  nevertheless  has  to 
contend  with  high  fixed  costs  and  fulfill  the  service  expectations  of  citizens. 
Agile  Business  Response:  To  get  a  handle  on  Baltimore’s  services, 
as  well  as  enable  the  means  to  improve  them, 
Mayor  Martin  O’Malley  spearheaded  CitiStat,  a 
real-time  performance  measurement  and  man¬ 
agement  accountability  program.  Agencies  city¬ 
wide  develop  performance  dashboards  for 
operations.  With  CitiStat,  performance  data  is 


‘IT  in  this  city  has  taken  on  a  role  of 
business  process  engineers.  We 
look  at  how  we  do  business,  we 
compare  ourselves  with  other  cities, 
and  then  we  create  the  models  of 
how  we  want  to  operate. 


reviewed  every  two  weeks  rather  than  quarterly,  enabling  quick  correc¬ 
tive  action,  such  as  cleaning  up  city  streets  or  removing  abandoned 
vehicles.  Within  three  years  of  implementing  CitiStat,  Baltimore  has 
saved  approximately  $100  million  by,  among  other  things,  flagging 
variances  to  HR  policies  to  reduce  overtime  and  absenteeism. 

Agile  IT  Enablers:  The  task  of  collecting  performance  data  for 
CitiStat  fell  to  IT.  Among  the  systems  that  feed  information  into  CitiStat 
is  CitiTrak,  an  enterprise  CRM  system  developed  by  Motorola  and 
implemented  for  $2.5  million  to  track  service  calls  and  create  a  single 
call  center  for  all  city  services.  The  city  also  implemented  a  fleet 
information  management  system  that  provides  daily  status 
reports  about  the  city’s  5,500  vehicles.  While  the  savings 
derived  directly  from  IT  represent  a  small  percentage  of  the 
$100  million  total,  Schlanger  says  city  officials  are 
nevertheless  aware  of  IT’s  impact.  "Everyone  agrees  that 
the  technology  has  been  a  business  enabler  that  has  facili¬ 
tated  operational  savings  of  such  magnitude,”  he  says. 


-ELLIOT  SCHLANGER 


Greater  Toronto  Airports  Authority  James  Burke,  VP  of  IT  and  Telecommunications 


FOLLOWING  9/11,  the  airline  industry  suffered  significant  losses  in 
traffic  and  revenue.  As  the  operator  of  Toronto  Pearson  Airport,  the 
nonprofit  Greater  Toronto  Airports  Authority  (GTAA)  needed  to  lower 
its  operating  costs  to  wait  out  the  slowdown,  while  at  the  same  time 
working  to  win  back  airlines  and  travelers. 

Agile  Business  Response:  In  1996, 

GTAA  launched  a  10-year,  $3.2  billion  effort 
to  modernize  terminals  and  facilities.  A 
major  goal  of  this  project  was  to  enable 
airlines  and  other  customers  (including 
retailers,  parking  lot  operators  and  security 
companies)  to  reconfigure  or  move  their 
facilities  easily  and  quickly— overnight  in 

some  cases.  At  the  same  time,  GTAA  had  to  maintain  complex  logisti¬ 
cal  operations  and  security  procedures  for  more  than  50  airlines.  All 
this  had  to  be  accomplished  in  an  atmosphere  of  extreme  cost  control. 

Agile  IT  Enablers:  GTAA's  IT  group  implemented  an  optical 
network  linking  voice,  data  and  video  in  all  buildings  within  a  5-square- 


mile  site,  replacing  11  separate  GTAA  net¬ 
works,  along  with  dozens  of  networks  of 
various  tenants,  from  airlines  to  restaurants. 
To  facilitate  flexible  airline  reconfiguration, 


“Within  IT,  we  have  to  be  plugged  in  to 
what’s  going  on.  We  are  enablers;  we’re  not 
here  to  tel  I  people  what  they  can  and  can't 
do.  We  have  to  rationalize  their  needs.” 


■JAMES  BURKE 


GTAA  IT  developed  a  common,  airportwide  passenger  processing 
system  that  connects  to  the  optical  network  and  replaces  more  than 
50  proprietary  airline  check-in  systems.  The  system’s  users  have 
improved  their  capacity  by  15  percent;  airlines  need  less  square 
footage  to  accommodate  the  same  number  of  passengers. 
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Advertising  Supplement 


notes:  "The  cost  of  fixing  a  problem  at 
the  end  of  the  road  may  be  10  times 
higher  than  if  it's  caught  earlier."  But 
that  scenario  is  changing.  QA  testing, 
once  an  afterthought,  has  evolved  into 
an  integral  part  of  the 
design  process  and  a 
key  component  in  accel¬ 
erating  time  to  market. 

In  other  words,  cut¬ 
ting-edge  development 
teams  no  longer  view 
QA  testing  as  a  time- 
consuming,  last-minute  necessity. 
Instead,  they  think  about  quality  at  the 
source,  adopting  the  notion  of  QA  test¬ 
ing  as  a  best  practice  right  from  the 
start. 

That  approach  has  never  been 
more  important  than  now,  as  compa¬ 
nies  increasingly  turn  to  "smart  sourc¬ 
ing,"  or  finding  the  best  resources 
available  for  the  best  price  anywhere 
in  the  world.  Some  types  of  software 


testing  are  among  the  top  candidates 
for  full  or  partial  offshore  outsourcing 
for  several  reasons:  it's  more  portable 
than  hardware,  specifications  and 
processes  can  be  easily  documented. 


and  skilled  testers  are  available  in 
abundance. 

By  incorporating  QA  testing  from 
the  start,  widely  dispersed  teams  can 
address  problems  as  they  arise,  before 
they're  set  in  code,  saving  money  at 
every  step  and  streamlining  and 
shortening  the  final  stage  of  testing. 

"It's  simple,"  Maripuri  says.  "The 
faster  you  can  find  and  prevent  and  fix 
quality  issues  up  front,  the  easier  it  is 


"The  faster  you  can  find  and  prevent  and  fix  quality 
issues  up  front, the  easier  it  is  to  shorten  your 
software  development  cycle  time  atthe  end." 

— Satish  Maripuri,  COO,  VeriTest 


Free  QA  Consultation 

Schedule  a  free  consultation  with  a 
VeriTest  QA  analyst  by  calling 
919/380-3876  or  e-mailing 
louann_millar@veritest.com 


FourStepsto  Quality  in 
Global  Software  Development 


uality  assurance  isn't  what  it 
used  to  be.  It  isn't  where  or  when  it 
used  to  be,  either. 

Whether  you're  talking  about 
applications  for  internal  use  or 
software  products  for  market,  the 
development  cycle  has  changed 
considerably  in  recent  years. 

Traditionally,  QA  testing  has  taken 
place  toward  the  end  of  the  software - 
development  process,  just  before 
launch.  But  by  then,  of  course,  prob¬ 
lems  and  errors  are  deeply  imbedded 
in  the  product,  leaving  QA  teams  with 
the  challenging  task  of  resolving  them 
under  intensive  pressure  to  get  the 
product  out  the  door  as  quickly  as 
possible. 

"If  you  have  six  weeks  to  test,  the 
issues  you're  finding  are  often  going  to 
take  12  weeks  to  fix,"  says  Satish 
Maripuri,  COO  of  VeriTest,  a  division 
of  Waltham,  Mass. -based  Lionbridge, 
which  offers  development,  testing  and 
global  deployment  services.  Because 
they're  always  working  against  the 
clock,  testers  must  often  make  tough 
choices— or  set  tough  priorities— to 
keep  to  the  schedule.  And  that  frantic 
pace  comes  with  a  price.  As  Maripuri 


A  Division  of  Lionbridge 


VeriTest 


Roadmap  to 

Qualit 


Top  10  QA  Traps 

The  top  10  mistakes  organizations 

make  in  their  quest  for  world-class 

quality  are: 

1.  No  ownership  of  product  quality. 

2  No  overall  test  program  design  or 
goals. 

3.  Non-existent  or  ill-defined  test 
plans  and  cases. 

4.  Testing  that  focuses  narrowly  on 
functional  cases. 

5  No  ad  hoc,  stress  or  boundary 
testing. 

6.  Use  of  inconsistent  or  incorrect 
testing  methodology. 


7.  Relying  on  inexperienced  testers. 

8.  Improper  use  of  tools  and  automa¬ 
tion,  resulting  in  lost  time  and 
reduced  ROI. 

9.  No  meaningful  metrics  for  track¬ 
ing  bugs  and  driving  quality  back 
into  development. 

IQ  Incomplete  regression  cycle 
before  software  release. 

Want  to  avoid  these  pitfalls?  Download 
free  resources,  including  VeriTest's 
white  paper  "Optimizing  Quality 
Practices  for  Software  Development," 

at  www.veritest.com/qa. 


to  shorten  your  cycle  time  at  the  end." 

Following  are  four  phases  of  inte¬ 
grating  QA  into  the  entire  global 
software-development  cycle: 

1.  Discovery 

Whether  you  develop  applications 
to  use  internally  in  your  lines  of  busi¬ 
ness,  or  you  produce  and  sell  soft¬ 
ware,  whether  you  outsource  engi¬ 
neering  or  do  the  job  in-house,  it's 
critical  to  begin  with  discovery 

That  means  taking  inventory  of 
current  development  and  testing 
processes,  systems,  practices,  people 
and  tools  in  every  location  before  you 
start  overhauling  your  approach.  Your 
inventory  should  also  identify  stake¬ 
holders  in  a  range  of  areas:  business 
analysts,  customers,  project  man¬ 
agers,  development  managers,  test 
managers  and  QA  technical  man¬ 
agers.  Finally,  this  is  the  time  to  deter¬ 
mine  objectives,  expectations  and 


measurements  for  success  for  both 
groups  and  individuals. 

Taking  stock  of  what  you've  got 
today  will  help  determine  where 
you're  headed  and  what  issues  are 
likely  to  arise  along  the  way. 

2.  Assessment 

The  next  step:  understanding  the 
maturity  of  your  organization's  current 
software- development  processes.  To 
accomplish  that  goal,  you  should  eval¬ 
uate  current  capabilities  in  software 
product  synthesis,  inspections,  formal 
reviews,  testing  and  customer  service. 
This  stage  might  also  include  competi¬ 
tive  analysis— that  is,  examining  the 
best  aspects  of  rival  products— as  well 
as  surveying  users  about  what  features 
they'd  like  included.  Depending  on  the 
type  and  scope  of  project,  developers 
might  even  do  early  usability  testing  by 
creating  mock-ups  of  interfaces  for 
user  focus  groups. 
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3.  GapAnalysis 

At  this  stage,  you  can  get  a  good 
grasp  of  where  your  company  stands 
by  comparing  your  processes  with 
best  practices.  As  Maripuri  puts  it: 
"Gaps  represent  opportunities  for 
improvement."  With  that  information 
in  hand,  you  can  pinpoint  and 
address  the  quality  deficits  uncov¬ 
ered  in  your  assessment.  The  ulti¬ 
mate  goal:  developing  a  customized 
list  of  best  practices  in  sync  with 
industry  standards,  which  you  can 
begin  implementing  throughout  the 
software-development  cycle. 

At  this  stage,  you  may  also  consider 
the  globalization  aspects  of  develop¬ 
ment,  which,  like  QA,  should  be  built 
into  the  cycle  from  the  start.  Based  on 
your  company's  situation,  you'll 
choose  between  two  routes.  You  can 
internationalize  and  localize  the  soft¬ 
ware— that  is,  adapt  it  to  the  technical, 
cultural,  legal  and  linguistic  require¬ 
ments  of  particular  locales— during 
the  initial  implementation.  Or  you  can 
simply  make  provisions  now  for 
attaching  localized  components  later. 

4.  Roadmap  Definition 

In  this  final  step,  you'll  define  a 
high-level  business  plan  for  reaching 
your  desired  QA  destination.  After 
implementation,  you'll  go  full  circle, 
returning  to  your  initial  assessment 
and  gap  analysis  and  comparing  what 
you  find  with  your  newly  redesigned 
cycle.  At  this  stage,  you  may  want  to 
use  customized  metrics  for  gauging 
the  ROI  of  building  quality  assurance 
into  your  software -development 
processes  from  day  one.  But  by  the 
time  they  attain  roadmap  definition, 
most  organizations  will  already  have 
experienced  the  benefits  firsthand. 

As  VeriTest's  Maripuri  says,  "It's  all 
about  faster  time  to  market."  ♦ 


VeriTest. 


A  Division  of  Lionbridge 


For  More  Information 

Request  more  information  on  QA 
best  practices  and  VeriTest  by 
calling  781/434-6123  or  e-mailing 
info@veritest.com 
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The  CIO’s  Knowledge  Marketplace 


You  need  information  and  you  need  it  now. 

Don't  waste  your  valuable  time  searching  high  and  low.  When  you  need  to  get 
your  to-do  list  done,  come  to  the  one  site  that  has  it  all.  From  strategies 
and  roles  to  technologies  and  tools,  the  CIO  Store 
offers  the  best  collection  of  research,  reports  and 
expert  advice  anywhere.  You  can  depend  on  the 
full  range  of  resources  offered  at  the  CIO  Store. 

The  Resource  for 

The  CIO  Store-when  you  need  to  get  smart,  fast.  Information  Executives 


If  I  deliver  a  1%  incre 
in  collections  I  add 
$1  million  to  my  co 
bottom  line 


the  XML 


CompuCredit's  robust  growth  strategy  requires  on-demand  delivery  of  quality 
information  to  more  efficiently  acquire  and  manage  credit  card  portfolios. 

That's  why  CIO  Guido  Sacchi  took  on  the  challenge  to  reduce  the  time  to 
service  new  portfolios  from  months  to  weeks  with  an  XML  Business  Gateway. 

Imagine  delivering  to  the  business  user's  desktop  a  single  view  of  information 
from  disparate  data  sources,  risk  models  and  collections  applications - 
right  when  they  need  it. 

Imagine  transforming  data  locked  into  complex  systems  into  real  intelligence 
that  propels  the  business  forward. 

Imagine  working  with  a  partner  who  has  over  30  years  experience  in  data 
management  including  the  early  shaping  and  development  of  XML. 

Guido  did.  And  now  both  he  and  CompuCredit  are  seeing  imagination  turn 

to  reality. 


Discover  the  XML  Effect. 

To  learn  more  about  Software  AG 
and  how  to  modernize  and 
integrate  your  enterprise,  visit 
www.softwareagusa.com  or  call 
1-877-SAG-4XML  ext.  308. 
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The  benefits  of  M&As  can  be  lost  if  IT  and  business  leaders 
don’t  act  quickly  to  make  staffing  and  organizational  decisions, 
integrate  systems  and  provide  training.  These  CIO  100  honorees 
know  what  it  takes  to  accomplish  agile  acquisitions. 


Come  g  ■ 

Together 

Right  Now 


BY  KIM  GIRARD 


IN  JUNE  2003,  PALM  INC.  VICE  PRESIDENT  and  CIO 

Marina  Levinson  faced  a  ticking  clock  and  a  long  to-do  list  after 
her  company  bought  rival  handheld  maker  Handspring,  intend¬ 
ing  to  take  both  unprofitable  companies  into  the  black. 

Working  closely  with  six  Palm  IT  executives  and  three  Hand¬ 
spring  counterparts  huddled  around  the  corporate  whiteboard, 
Levinson  had  just  four  months  to  power  through  the  follow¬ 
ing:  analyze  both  companies’  IT  systems,  identify  redundant 
systems,  understand  post-merger  business  requirements, 
determine  new  infrastructure  and  systems  for  the  merged  com¬ 
pany,  develop  a  task  list  to  support  the  plan  and  select  team 
members  to  do  the  work. 


Palm  met  its  October  2003  deadline  to  combine  all  technol¬ 
ogy  systems  the  day  after  shareholders  approved  the  deal.  Why 
did  it  all  go  so  smoothly?  From  the  start,  Levinson  says, 
Palm  made  the  acquisition  a  priority  for  both  the  IT  and  business 
sides  of  each  company.  The  IT  departments  for  both  organiza¬ 
tions  worked  closely  together  during  what  they  called  a  “pre¬ 
liminary  integration  exercise,”  to  create  a  thorough 
inventory  of  the  staff  and  programs  each  company  brought  to 
the  table. 

Soon,  “We  were  on  one  system  to  enter  orders,  ship  products 
and  answer  any  questions  around  our  financials,”  says  Levin¬ 
son,  an  IT  veteran  who  had  worked  on  1 6  prior  merger  deals  at 
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Palm  and  other  companies.  “The  company 
was  forced  to  function  as  one.” 

PalmOne,  the  name  of  the  newly  formed 
company,  along  with  this  year’s  group  of  CIO 
100  honorees,  shared  one  important  charac¬ 
teristic  during  the  merger  and  acquisition 
process:  a  commitment  to  agility.  Their  execu¬ 
tives  understand  that  agility  is  crucial  to  mak¬ 
ing  the  difficult  M&A  process  work  for  the 
company  and,  ultimately,  for  its  shareholders. 
CIOs  who  understand  the  need  for  speed  when 
combining  with  another  company  cut  staff 
wisely,  emphasize  training,  follow  a  plan  for 
integrating  systems  and  use  standard  proce¬ 
dures.  In  doing  so,  they  avoid  the  problems  that 


the  United  States  to  compete  with  those  who 
sell  rival  equipment;  The  South  Financial 
Group,  which  acquires  banks  to  expand  its 
geographic  footprint;  and  tool-making  giant 
Kennametal,  which  acquires  companies  to 
defend  its  turf  and  roll  out  products  in  new 
markets. 

Make  Smart  Staffing  Decisions 

After  a  merger,  it’s  an  inevitable  truth  that  at 
least  some  systems  and  programs  will  be 
deemed  redundant  or  unnecessary — and  will 
be  cut.  That  means  hard  decisions  about 
retaining  and  eliminating  staff.  To  protect  the 
morale  of  the  employees  left  behind  and  to 


Agility  in  Action 


Compiling  a  list  of  3,000  standard  tasks 
necessary  to  integrate  acquisitions  reduced 
the  integration  period  by  60  days 

Sending  trainers  to  new  employees  and  using 
online  aids,  rather  than  making  employees 
travel  for  training,  brought  the  new  sales  force 
up  to  speed  in  four  months 


the  evaluation.  The  evaluation  process  started 
immediately  after  the  acquisition  and  was 
wrapped  up  in  three  months. 

Sometimes  losing  key  people  is  inevitable 
during  an  acquisition,  Kennametal  Vice  Pres¬ 


Immediately  following  the  merger  of  Palm  and 
Handspring,  “We  were  on  one  system  to  enter  orders, 
ship  products  and  answer  any  questions  around  our 
financials.  The  company  was  forced  to  function  as  one.” 

-palmOne  CIO  Marina  Levinson 


typically  sabotage  scores  of  past  deals.  (A 2001 
KPMG  study,  for  example,  claimed  that  70  per¬ 
cent  of  M&A  deals  fail  to  deliver  shareholder 
value,  and  31  percent  actually  destroy  value 
because  of  too  much  focus  on  closing  a  deal 
and  too  little  focus  on  making  it  succeed.) 

What  follows  are  some  details  of  the  best 
practices  used  by  this  year’s  honorees — includ¬ 
ing  palmOne;  Toshiba  America  Business  Solu¬ 
tions,  which  buys  copy  machine  dealers  across 


soothe  frayed  nerves  during  the  transition 
process,  these  cuts  should  be  made  as  quickly 
as  possible.  But  in  the  process,  companies  have 
to  avoid  laying  off  people  who  have  knowl¬ 
edge  and  skills  that  could  be  crucial  to  the  com¬ 
pany’s  future. 

Immediately  after  Kennametal  bought  rival 
Widia  GmbH  in  September  2002,  its  IT 
department  conducted  three  months  of  formal 
employee  interviews.  Kennametal,  a  $1.8  bil¬ 
lion  toolmaker  based  in  Latrobe,  Pa.,  used  an 
evaluation  system  to  measure  the  skills  of 
prospective  new  hires.  The  company  ended  up 
eliminating  about  two-thirds  of  Widia’s  1,500 
employees.  (In  IT,  the  company  kept  employ¬ 
ees  who  supported  desktops  or  servers  at  local 
offices,  but  laid  off  others  who  supported 
back-office  applications  or  warehouses,  which 
would  be  consolidated  and  managed  globally 
by  headquarters.)  The  review  process  focused 
not  only  on  technical  skills,  but  also  on  atti¬ 
tude  and  aptitude;  employees  who  were  eager 
to  learn,  willing  to  change  and  able  to  show 
leadership  abilities  were  given  high  marks  in 


ident  and  CIO  Ralph  G.  Niederst  admits.  The 
only  thing  the  company  can  do  in  these  cases 
is  move  to  replace  a  key  employee  immediately 
or,  if  necessary,  start  a  retention  program  to 
keep  other  key  employees  from  following  a 
departing  exec.  Above  all,  Niederst  says  con¬ 
stant  communication  is  required  to  keep 
employees  calm  during  this  important  process. 
“  [We’re]  always  letting  everyone  know  where 
we  are  in  the  process,”  he  says. 

Within  two  months  of  the  June  announce¬ 
ment  of  the  acquisition,  Palm  and  Handspring 
employees  were  told  whether  they’d  have  jobs 
at  the  new  combined  palmOne,  Levinson  says. 
Handspring’s  R&D,  sales  and  marketing  staffs 
were  considered  crucial  to  the  combined 
company,  and  those  jobs  remained  largely 
intact.  One  clearly  overstaffed  area  was  IT 
infrastructure.  Palm  already  outsourced 
70  percent  of  its  infrastructure  support  serv¬ 
ices — including  management  of  the  company’s 
desktops,  help  desk  and  data  center — to  serv¬ 
ices  giant  EDS.  Handspring  insourced  these 
tasks.  Because  Handspring  would  be  moved 
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If  your  IT  spending  isn't  aligned  with  the  business  strategy, 

you've  failed  the  company. 


Your  job  has  moved  beyond  just  technology — you 
need  to  embrace  your  company's  overall  business 
objectives.  Primavera  can  help.  For  20  years,  we've 
been  working  toward  the  ultimate  project  portfolio 
management  solution. 

Our  software  helps  you  prioritize  your  entire  project 
portfolio,  so  you  can  optimize  people,  projects,  and 
processes  to  stay  focused  on  business  goals. 


We  saved  a  Fortune  1 00  company  $1  5  million 
in  nine  months.  How  much  can  we  save  you? 

To  estimate  your  company's  potential  savings  with 
our  convenient  online  ROI  Calculator,  visit: 

www.primavera.com/ppm 


PRIMAVERA 


from  its  Oracle  system  over  to  Palm’s  SAP 
back-office  systems,  employees  who  sup¬ 
ported  Oracle  were  cut  quickly.  In  total, 
palmOne  was  able  to  cut  1 3  IT  jobs  as  part  of 
an  overall  companywide  goal  to  whittle 
125  positions,  Levinson  says.  Even  those  who 
were  notified  that  they  would  be  laid  off 
stayed  through  the  integration,  accepting  a 
pay  package  that  hinged  on  meeting  certain 
integration  goals  before  they  left. 

Training  After  the  Merger 

After  critical  decisions  are  made  about  who 
stays  and  who  goes,  a  company  needs  to 
quickly  retrain  the  remaining  employees.  Com¬ 
panies  that  lag  on  training  risk  increasing  the 
time  it  takes  to  reap  any  payoff  from  a  merger. 
Toshiba  America  Business  Solutions,  a  pri¬ 
vately  held  subsidiary  of  Japan-based  Toshiba, 
moves  fast  in  this  area  because  retraining  is  part 
of  its  strategy  to  boost  sales. 

When  the  Irvine,  Calif.-based  company 
acquires  a  competing  copy  machine  dealer, 
company  Senior  Vice  President,  CIO  and  CFO 
Dan  Langham  wants  the  acquired  dealers’  sales 
teams  retrained  immediately  so  that  they  can 
learn  the  unique  attributes  of  Toshiba’s  equip¬ 
ment  versus  that  of  its  rivals.  Langham  also  says 
he  has  learned  that  quickly  providing  sales- 
force  training  on  the  new  systems  after  an 
M&A  tends  to  keep  the  sales  force  in  place; 
once  they  learn  the  new  system,  salespeople  can 
sell  faster  and  get  their  commissions  faster. 

After  a  January 2004  acquisition  of  Roches¬ 
ter,  N.Y.-based  Business  Methods,  for  exam¬ 
ple,  four  Toshiba  training  managers  flew  to  the 
dealership  to  retrain  employees  using  the 
company’s  SWAT  program,  which  stands  for 
Special  Weekly  Acquisition  Training.  With 
SWAT,  Toshiba  trainers  come  to  employees 
instead  of  sending  them  off  to  far-flung  Toshiba 
classrooms,  a  process  that  used  to  take  a  year. 
Now,  the  group  logs  on  using  Place  Ware  Web 
conferencing  and  Web  tools  to  get  up  to  speed 
on  Toshiba’s  product  line,  services  and  corpo¬ 
rate  policies.  Before,  during  and  after  each 
training  session,  employees  complete  pass/fail 
tests  online,  and  results  are  e-mailed  immedi¬ 
ately  to  their  managers.  Within  two  months, 


all  75  Business  Methods  salespeople  completed 
training,  Langham  says.  Within  four  months, 
they  were  selling  nothing  but  Toshiba  prod¬ 
ucts — everything  from  $1,300  lower-end 
copiers  to  $50,000  deluxe  models. 

Like  Toshiba,  Kennametal  considers  train¬ 
ing  a  near  religion.  When  the  company  bought 
Widia,  its  goal  was  to  quickly  train  the  600 
Widia  system  users  to  use  Kennametal’s  global 
SAP  system.  A  team  of  25  Kennametal  SAP 
business-process  experts  and  more  than 
60  trained  Kennametal  SAP  users  were 
assigned  to  the  project.  The  company  ran  mini¬ 
universities  throughout  Europe,  where  all 
Widia  users  trained  throughout  the  holidays  in 
December  through  January  2003,  logging  a 
total  of  3,500  classroom  hours  to  navigate  the 
system  online.  After  training,  the  employees 
signed  off  that  they  were  able  to  navigate  and 
understand  the  system.  Getting  the  signature 
might  be  just  a  formality,  but  it’s  a  way  to  check 
whether  every  user — down  to  the  lowest-level 
employee  on  the  system — is  taking  responsi¬ 
bility  for  learning  his  or  her  job  quickly, 
Niederst  says.  “Agility  is  a  mind-set,”  adds 


Stephen  Schuchertis,  director  of  global  appli¬ 
cation  development  at  Kennametal. 

Focus  on  Integration 

Agile  companies  make  better  use  of  teamwork, 
put  a  high  priority  on  testing  applications  before 
they  go  live  and  honor  deadlines. 

Widia,  which  has  19  sites  in  10  European 
countries,  had  been  running  SAP  3.1 — a  very 
old  version  of  SAP.  Kennametal  used  its  own 
SWAT-type  team  to  accelerate  integration  as 
Widia  switched  over  to  Kennametal’s  SAP  4.6c 
system.  Kennametal’s  top  management 
wanted  Widia  running  SAP  4.6  for  finance, 
shipping,  warehousing,  sales,  HR,  manufac¬ 
turing  and  distribution  applications  within  five 
months  after  the  acquisition.  “In  the  first  three 
weeks  we  put  a  SWAT  team  in  there,”  Niederst 
says.  Together,  the  SWAT  team — composed 
of  executive  management,  process  experts  in 
IT  and  key  SAP  users  from  Kennametal’s  busi¬ 
ness  units — defined  the  business  requirements 
of  the  project,  built  the  new  processes  for  the 
combined  system  and  oversaw  testing. 

Before  any  acquired  company  cuts  over  to 
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Konica  Minolta’s  document  management  and  distribution 
solutions  help  the  country’s  third  largest  healthcare  system- 
connect  people,  workflow  and  information  across  multiple  locations. 

“Methodist  Healthcare  needed  a  more  efficient  way  to  print  and  distribute  our  millions  of  schedules,  forms, 
patient  invoices  and  other  documents.  Konica  Minolta  had  the  solution.  Their  printers  doubled  our  capacity, 
saving  us  sizeable  dollars  in  capital  replacement  costs  over  the  original  machines.  Our  new,  de-centralized 
print-and-deliver  process  gets  the  right  document  to  the  right  location,  from  any  of  our  widespread  offices. 
And  the  best  part  is  we  are  also  saving  on  printing  and  manual  delivery  costs.” 

There’s  more  to  the  story.  Get  the  details  at  www.bizhub.biz/health. 

Or  call  1-866-767-9200  for  more  information  and  the  complete  case  history. 
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KennametaPs  SAP  system,  Kennametal  relent¬ 
lessly  tests  all  the  business  processes  involved 
in  filling  an  order  as  well  as  how  order  infor¬ 
mation  passes  through  the  Kennametal  sys¬ 
tem.  “We  get  70  to  80  people — from  the  order 
entry  taker  to  a  shipper  with  a  bar  code,”  CIO 
Niederst  says.  “We  simulate  1,200  to  1,500 
test  scripts.” 

Since  these  are  processes  that  trainees  have 
already  used  during  simulated  solutions  in 
the  classroom  environment,  they  are  pre¬ 
pared  to  troubleshoot  problems.  “As  you  run 
through,  errors  occur  and  we  resolve  them 
during  this  test,”  Niederst  says.  Kennametal 
ran  these  tests  over  a  one-week  period  at  four 
of  its  European  training  centers  and  one  U.S. 
center  before  taking  its  Widia  users  live.  The 
tests  help  employees  understand  who  is 
ahead  of  them  and  who  is  behind  them  in  the 
tool  sales  process. 

At  palmOne,  Levinson  represented  the  com¬ 
pany  as  a  member  of  the  Program  Management 
Office:  a  steering  committee  of  executives  who 
managed  the  integration.  The  committee 
appointed  business  teams  that  focused  on  every 
aspect  of  the  enterprise,  such  as  finance  or  sup¬ 
ply  chain.  Each  team  included  an  IT  represen¬ 
tative.  “We  had  IT  people  involved  with 
discussions  early  on  who  understood  how  we 
were  going  to  run  the  company  post-merger,” 
Levinson  says.  “We  had  a  separate  infrastruc¬ 
ture  team  focused  on  integration  too.” 

Levinson  brought  in  a  contracted  project 
manager  to  oversee  the  integration  plan, 
conduct  status  reports  and  resolve  problems. 
The  integration  team  sped  up  the  process  by 
deciding  against  converting  five-year-old 
Handspring’s  historical  sales  and  manufac¬ 
turing  data  to  Palm’s  systems.  Instead,  several 
employees  set  up  Handspring’s  master  data 
and  moved  all  pending  Handspring  sales 
and  vendor  data  over  to  Palm’s  SAP  system 
within  three  weeks.  The  company  keeps 
archived  data  on  hand  on  a  server  in  case 
it’s  needed. 

As  palmOne  knows,  it  also  helps  to  keep  a 
scrupulous  list  of  standard  tasks  while  inte¬ 
grating  two  companies.  In  2002,  The  South 
Linancial  Group,  a  Greenville,  S.C.,  bank 


holding  company,  wrote  a  five-year  plan  that 
included  a  list  of  3,000  tasks  the  bank  would 
tick  off  during  every  merger.  The  task  list  cites, 
for  example,  when  the  HR  department  needs 
to  have  insurance  cards  in  new  employees’ 
hands,  when  the  loan  department  must  go 
through  a  data  verification  process  or  when 
finance  has  to  add  the  acquired  company’s 
fixed  assets  to  the  bank’s  register.  That  task  list, 


managed  using  intranet-based  software  the 
company  customized,  helps  save  money  and 
time,  says  South  Linancial’s  Executive  Vice 
President  and  Director  of  Information  Services 
Quintin  Sykes.  “It  cut  a  good  60  days  out  of 
the  process,”  Sykes  says.  “It  probably  cut  out 
60  percent  of  the  work.”  The  new  process 
replaces  an  old  method  wherein  individual 
department  managers  in,  say,  loans  or  HR 
came  up  with  their  own  task  lists,  which  often 
overlapped  because  departments  were  trying 
to  work  out  the  same  issues. 

The  new  system  logs  deadlines  to  get 
specific  work  done  and  alerts  department 
managers  when  they  are  lagging  behind. 
“We  use  a  90-day  timetable,”  says  John 
DuBose,  president  of  the  bank’s  technology 
group,  noting  that  the  August  2002  integra¬ 
tion  of  Mercantile  Bank  was  finished  within 
90  days.  “We  lay  out  what  we  want,  how  we 
want  it  and  where  we  want  it.  ” 

Reap  the  Rewards 

Success  for  CIO  100  honorees  is  reflected  in 
the  numbers:  sales,  market  share  and  units 
sold.  Thanks  to  faster  acquisitions,  Ken¬ 
nametal  is  rolling  out  new  products  at  a 
faster  clip  than  ever.  In  2001,  the  bulk  of  its 


sales  came  from  an  aging  product  line.  Today, 
40  percent  of  this  industry  leader’s  sales 
come  from  products  rolled  out  within  the  past 
five  years. 

In  the  meantime,  palmOne,  partly  by 
getting  all  its  Handspring  integration  work 
done  within  four  months,  is  seeing  financial 
success.  The  company’s  fourth  quarter  sales 
for  the  2004  fiscal  year  were  up  nearly  23  per¬ 


cent  over  the  same  quarter  a  year  ago,  to 
$267.3  million.  PalmOne  also  went  into  the 
black  for  the  quarter,  reporting  net  income  of 
$13.3  million.  The  company  still  showed  a  loss 
for  the  year  of  $21 .8  million,  but  that  was  a 
big  improvement  from  the  $442.6  million  loss 
reported  for  fiscal  year  2003. 

Toshiba  America  Business  Solutions  now 
routinely  absorbs  acquisitions  in  60  days — a 
66  percent  improvement.  Depending  on  the 
size  of  the  acquisitions,  this  accelerated  tran¬ 
sition  can  create  incremental  upstream  man¬ 
ufacturing  profit  for  Toshiba  in  excess  of 
$2  million.  South  Linancial  credits  its  five- 
year  plan — which  helps  shave  months  from 
the  time  it  takes  to  acquire  a  company — with 
increasing  the  bank’s  assets  from  $3  billion 
in  1999  to  $11  billion  today. 

All  of  these  success  stories  weave  a  com¬ 
mon  thread:  They  wouldn’t  have  been  written 
had  these  companies  not  committed  to  the 
concept  of  agility.  PalmOne’s  Levinson 
embraced  agility  to  beat  the  ticking  clock.  So 
can  your  company.  BE3 


Kim  Girard,  a  freelance  writer  based  in  San  Fran¬ 
cisco,  can  be  reached  at  kimberg30@yahoo.com. 
Send  feedback  to  letters@cio.com. 


The  bulk  of  KennametaPs  sales 
came  from  an  aging  product  line. 
Today,  40  percent  comes  from  prod¬ 
ucts  rolled  out  in  the  past  five  years. 
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1  800-506-0663  or  visit  qwest.com/networksolutions 
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Some  say,  “No  way.”  We  say,  “Bring  it  on.”  Qwest  iQ  Networking  makes  disparate  transport  technologies  act 
like  a  single,  state-of-the-art  network.  Now  your  ATM,  frame,  private-line  and  IP-based  networks  can  all  work 
together  as  one  seamless  entity.  Better  security,  more  robust  hosting  capabilities  and  more  diverse 
solutions  are  at  your  beck  and  call  with  our  converged,  intelligent  OC-192  MPLS-based  network.  Which 
means  you’ll  also  get  more  out  of  the  applications  you’ve  already  invested  so  much  time,  money  and  energy 
in.  And  you’ll  be  able  to  adapt  more  readily  and  proficiently  with  new  technologies  like  VoIP.  So  give  us  a  call 
when  you’re  ready  to  advance  your  network  to  a  new  level  of  converged  harmony.  We're  waiting  in  the  wings 
with  the  tools  to  make  it  happen. 
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THE  CHALLENGE 


BY  THOMAS  WAILGUM 


Golden  Gate  University  Anthony  hw,  cto 


GOLDEN  GATE  UNIVERSITY  (GGU)  caters  primarily  to  the  adult 
working  professional,  with  degrees  in  law,  taxation,  business  and 

technology.  Throughout  the  1990s,  GGU  had 
experienced  a  year-over-year  decline  in  enroll¬ 
ment  in  the  crowded  California  graduate  school 
market.  President  Phillip  Friedman  launched  a 
turnaround  plan  in  2000  aimed  to  reinvigorate 
academic  programs,  boost  enrollment  and 
return  the  school  to  profitability. 


“During  my  first  90  days,  there 
were  some  serious  network 
outages.  But  my  phone  didn’t 
ever  ring.  That’s  how  discour¬ 
aged  Golden  Gate  was  with 
technology  in  2001." 


Agile  Business  Response:  Raising  the  bar  for  GGU's  academic 
programs  depended  largely  on  the  integration  of  an  online  component 
into  all  business  and  education  programs,  plus  improving  existing 
technology  services,  such  as  campus  e-mail.  The  university  puttogether 
cross-functional  teams  that  focused  on  reengineering  administrative, 
recruiting,  customer  service  and  technology  functions. 

Agile  IT  Enablers:  Staring  at  a  legacy  IT  infrastructure  and  no 
additional  funding,  CTO  Anthony  Hill  (with  full  backing  from  Friedman) 
began  unifying  GGU  around  a  comprehensive  e-business  strategy.  This 
involved  deploying  a  new  standards-based  architecture  using 
open-source  platforms  such  as  Linux,  J2EE  and  Apache.  That  in 
turn  allowed  a  major  IT  consolidation,  including  operating  systems 
(from  six  to  two),  hardware  platforms  (five  to  one),  databases  (six 
to  two),  ERP  applications  (three  to  one)  and  websites  (29  to  one). 
The  university's  total  cost  of  ownership  for  IT  was  subsequently 
reduced,  while  service  improved.  Network  and  e-mail  availability 
alone  went  up  by  99  percent.  GGU  is  now  achieving  semester-by- 
semester  growth  in  student  enrollment. 


-ANTHONY  HILL 


Chicago  Board  of  Trade  William  Farrow,  Executive  VP  and  CIO 


EUREX,  the  world's  largest  futures  and  futures  options  exchange, 
announced  in  2003  that  it  would  enter  the  lucrative  Chicago  market. 
Eurex  had  gained  its  preeminence  on  the  strength  of  its  electronic 
trading  platform,  which  was  proving  more  efficient  for  many  types  of 
trades  than  the  Chicago  Board  of  Trade’s  (CBOT)  face-to-face  “open 
auction”  trading  floor. 

Agile  Business  Response: 

When  Eurex  began  its  move  into  the 
U.S.  market,  the  CBOT  sought  to 
make  its  trading  technology  better 
and  cheaper  by  partnering  with  other 
exchanges.  The  CBOT  began  using 
Liffe  Connect,  an  electronic  trading 
platform  owned  by  Euronext. liffe,  a 

European  consortium  that  competed  with  Eurex.  The  new  CBOT  plat¬ 
form  has  enhanced  trading  capabilities,  increased  speeds  and  improved 
reporting.  For  back-office  operations,  the  CBOT  joined  with  the  Chicago 
Mercantile  Exchange  (CME)  to  create  the  CME/CBOT  Common 
Clearing  Link,  which  provides  operating,  margin  and  capital  efficiencies. 
The  Common  Clearing  Link  is  now  used  to  clear  85  percent  of  the  daily 
U.S.  futures  and  futures  options  volume. 


Agile  IT  Enablers:  A  revamped  IT  organiza¬ 
tion  allowed  the  CBOT  to  make  the  January 
2004  transitions  to  Liffe  Connect  and  the 
Common  Clearing  Link  without  incident.  When 
Executive  VP  and  CIO  William  Farrow  arrived  in 


“In  some  sense,  when  you  are  an  agile  IT 
organization,  you  are  a  victim  of  your  own  success. 
You  now  have  to  operate  under  the  best-case 
scenario  instead  of  the  worst-case  scenario.” 


-WILLIAM  FARROW 


2001,  he  says  he  found  90  percent  of  the  CBOT’s  infrastructure  "end  of 
life.”  And  IT  had  completed  just  four  projects  in  10  years.  Since,  IT  has 
upgraded  the  CBOT’s  infrastructure  and  stabilized  the  operating  envi¬ 
ronment,  completing  nearly  90  projects  in  2003  alone.  To  increase 
enterprise  agility,  subject-matter  experts  are  deployed  across  the  IT 
group.  For  example,  an  architect  in  one  IT  group  can  goto  another  to  pro¬ 
vide  advice  in  trade  clearing,  electronic  trading  or  open  auction  systems. 
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Another  missed  ball  game?  Maybe  it’s  because  your  IT  workload  keeps  growing  while  your 
resources  don’t.  You  need  Modis.  We  can  deploy  the  technology  talent  you  need  to  meet  all 
your  IT  goals  with  the  right  mix  of  internal  staff,  outside  consulting  services  and  project 
outsourcing.  In  fact,  we  guarantee  it  through  our  groundbreaking  Guaranteed  Delivery 
Program.  So  call  us.  Modis  delivers.  Play  ball. 


mod  is. 

delivers 

877-MODISIT  •  www.modisit.com 
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Honor  es 


AEROSPACE 

AUTOMOTIVE 

MANUFACTURING 

(East) 


Hazelwood,  Mo. 
www.gknplc.com 

IT  and  production  operations  developed 
a  Web-based  application  to  pull  data 
from  both  its  ERR  system  and  major  cus¬ 
tomer’s  production  system  portal,  reduc¬ 
ing  cycle  time,  inventory  and  headcount. 
Fanny  Sloan,  Director  of  IT 
James  J.  Fitzsimmons,  President  and  CEO 
FY03  revenue:  $420  million 
Employees:  1,600 

L-3  Communications 
Integrated  Systems 

Greenville,  Texas 
www.l-3com.com 
Wireless  aircraft  inspection  system 
reduced  inspection  cycle  time  and  saved 
hundreds  of  thousands  of  dollars  by 
feeding  data  into  ERP  system,  generating 
immediate  estimates  and  allowing 
customers  to  review  service  orders. 
Cheryl  Whitis,  VP  of  IT  and  CIO 
Robert  Drewes,  L-3  and  IS  President 
FY03  revenue:  $1.2  billion 
Employees:  6,652 

Northrop  Grumman  Corp. 

Los  Angeles 

www.northropgrumman.  com 
IT  architecture  revamped  to  create 
collaboration  and  communities  of  practice 
across  business  sectors.  Business-sector 
CIOs  access  centralized  IT  shared  service. 
Thomas  W.  Shelman,  VP  and  CIO 
Ronald  D.  Sugar,  Chairman, 

CEO  and  President 
FY03  revenue:  $26.2  billion 
Employees:  123,000 

Raytheon  Co. 

Waltham,  Mass. 
www.raytheon.com 

Manufacturing  visualization  tool  devel¬ 
oped  by  IT  to  meet  a  government  request 
for  near-real-time  shop  floor  metrics  also 
improved  its  production  rate. 

Rebecca  R.  Rhoads,  VP  and  CIO 
William  H.  Swanson,  Chairman  and  CEO 
FY03  revenue:  $18.1  billion 
Employees:  78,000 


DaimlerChrysler 

Auburn  Hills,  Mich. 
www.daimterchryster.com 
Digital  information  links  between  prod¬ 
uct  development  and  manufacturing 
increased  vehicle  quality,  manufacturing 
flexibility  and  productivity. 

Susan  J.  Unger,  Senior  VP  and  CIO 
Jurgen  E.  Schrempp,  Chairman  of  the 
Board  of  Management  and  CEO 
FY03  revenue:  $171.9  billion 
Employees:  362,063 

Delphi  Corp. 

Troy,  Mich. 
www.delphi.com 

Improved  internally  developed  Web  portal 
to  boost  usage  by  auto  parts  suppliers 
from  less  than  10  percent  to  almost 
100  percent.  Data  mining  is  accessible 
by  PDA. 

Bette  Walker,  VP  and  CIO 
J.T.  Battenberg  III,  Chairman,  CEO 
and  President 
FY03  revenue:  $28  billion 
Employees:  190,000 

General  Motors  Corp. 

Detroit 

www.gm.com 

Cost  flexibility  enabled  by  95  percent 
outsourced  IT  labor  that  is  managed  by 
unique  matrix  of  process  information 
officers  and  business  process  officers. 
Ralph  Szygenda,  Group  VP  and  CIO 
G.  Richard  Wagoner  Jr.,  Chairman  and  CEO 
FY03  revenue:  $185.5  billion 
Employees:  338,000 


BANKING/ 

INVESTMENT 


Fannie  Mae 

Washington,  D.C. 
www.fanniemae.com 

Service-oriented  architecture  and  shared 
data  services  enabled  management  of  a 
huge  increase  in  assets  without  increas¬ 
ing  IT  staff  and  a  sharply  reduced  time-to- 
market  for  new  mortgage  products. 

Julie  St.  John,  Executive  VP  and  CIO 
Franklin  D.  Raines,  Chairman  and  CEO 
FY03  revenue:  $53.8  billion 
Employees:  5,201 


The  Huntington  National  Bank 

Columbus,  Ohio 
www.huntington.com 
Service-oriented  architecture  enables 
reuse  of  business  functions,  lowering 
development  costs  by  90  percent  while 
speeding  delivery.  Leadership  training 
sessions  held  for  IT  managers. 

Joseph  A.  Gottron  II,  Executive  VP  and  CIO 
Thomas  E.  Hoaglin,  Chairman,  President 
and  CEO 

FY03  revenue:  $372.4  million 
Employees:  8,500 

The  Massachusetts  Housing 
Finance  Agency 

Boston 

www.masshousing.com 
Extranet  for  online  transactions 
improved  and  lowered  the  cost  of  the 
loan  approval  process,  resulting  in 
growth  of  loan  pipeline  in  a  difficult  mar¬ 
ket.  Extranet  extended  to  offer  mortgage 
insurance  products  and  network  lenders. 
Dave  O'Connor,  Director  of  IT 
Thomas  R.  Gleason,  Executive  Director 
FY03  revenue:  $58.9  million 
Employees:  315 

Merrill  Lynch  &  Co. 

New  York  City 
www.mt.com 

Cost  transparency  initiative  launched 
to  improve  management  of  common  IT 
utilities  among  businesses.  Customiz¬ 
able  GUI  developed  to  encompass  all 
front-end  trading  applications  increased 
revenue  from  cross-selling  products. 
John  W.  Cummings,  Senior  VP,  Chief 
Information  Services  Officer  and  Head  of 
Global  Technology  and  Services 
Stan  O’Neal,  Chairman,  Chief  Executive 
and  President 
FY03  revenue:  $20.2  billion 
Employees:  48,100 

The  PNC  Financial 
Services  Group 

Pittsburgh 

www.pnc.com 

Nearly  3,800  branch  and  phone  center 
personnel  retrained  in  five  months  in 
response  to  new  federal  regulations.  New 
teller  system  rolled  out  in  eight  months 
with  full  payback  in  one  year. 

Timothy  G.  Shack,  CIO,  Group  Executive 
James  E.  Rohr,  Chairman  and  CEO 
FY03  revenue:  $5.3  billion 
Employees:  23,000 


Security  Benefit  Group 

Topeka,  Kan. 

www.securitybenefit.com 

Adoption  of  extreme  programming 
methodology  lowered  development 
costs  and  time  line  by  25  percent.  Busi¬ 
ness  analysts  rather  than  programmers 
set  up  11  new  fixed  annuity  products 
during  a  48-hour  period,  with  product 
testing  completed  in  eight  weeks. 

Dave  Keith,  Senior  VP  and  CIO 
Kris  Robbins,  President  and  CEO 
FY03  revenue:  $338.8  million 
Employees:  561 

The  South  Financial  Group 

Greenville,  S.C. 
www.thesouthgroup.com 
Project  methodology  for  mergers  and 
acquisitions  supports  integration, 
branding  and  other  conversion  pro¬ 
cesses  in  45-60  days.  Scalable  systems 
instrumental  to  growth  from  $3  billion  in 
assets  to  $11  billion  in  five  years. 

Quintin  Sykes,  Executive  VP  and 
Director  of  IS 

John  DuBose,  President  of  the 
Technology  Group 
FY03  revenue:  $510  million 
Employees:  2,200 

Southwest  Bank  of  Texas 

Houston 

www.swbanktx.com 

E-business  consultancy  created  and 
implemented  customer  e-commerce. 
High  call  volume  and  website  activity 
handled  within  existing  disaster  recovery 
facility,  avoiding  the  purchase  of  addi¬ 
tional  bandwidth. 

Buddy  Cox,  Executive  VP  and  CTO 
Paul  Murphy,  CEO 
FY03  revenue:  $326  million 
Employees:  1,800 

T.  Rowe  Price  Group 

Baltimore 

www.troweprice.com 

Investment  rollover  product  developed 
by  skunk-works  team  in  30  days,  reusing 
existing  components  from  other  com¬ 
pany  systems. 

Michael  A.  Goff,  President,  T.  Rowe  Price 
Investment  Technologies 
George  A.  Roche,  Chairman  and  President 
FY03  revenue:  $996  million 
Employees:  3,862 


Company  information  provided  by  honorees  in  their  award  applications.  For  an  alphabetical  list  of  all  honorees,  see  Page  104. 
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The  Vanguard  Group 

Valley  Forge,  Pa. 
www.vanguard.com 

A  “Swiss  Army”  of  employees,  including  IT 
staffers  and  the  CEO,  answers  customer 
calls  during  high  volume  times.  Java  and 
XML  allow  use  of  custom  applications  and 
hardware  platforms  in  multiple  operating 
systems  without  changing  code. 

Tim  Buckley,  Managing  Director  of  IT 
John  J.  Brennan,  CEO 
FY03  revenue:  NA 
Employees:  10,000 


BUSINESS/ 
CONSUMER  SERVICES 


Acxiom  Corp. 

Little  Rock,  Ark. 
www.acxiom.com 

Grid  computing  applied  to  data  manage¬ 
ment  enterprise,  vastly  increasing 
processing  efficiency  and  lowering  costs 
without  a  single  failure,  thereby  allowing 
clients  buying  customer  information  to 
acquire  computing  power  inexpensively 
and  incrementally. 

Alex  Dietz,  CIO 

Charles  D.  Morgan,  Company  Leader 
FY03  revenue:  $958.2  million 
Employees:  5,500 

American  International 
Relocation  Solutions 

Pittsburgh 

www.airelo.com 

Transitioned  over  three  years  from 
conducting  only  residential  moves  to 
offering  more  than  30  relocation  services 
worldwide.  Full  chain  automation  allows 
initiation  of  relocation  services  within 
hours.  Open  architectures  and  standards 
used  to  develop  IT  systems. 

Jey  Baskar,  Director  of  IS 
Bryan  Putt,  CEO 
FY03  revenue:  $50  million 
Employees:  120 

Getty  Images 

Seattle 

www.gettyimages.  com 
Image  bank  uses  ASP  model  for  customer 
websites  in  which  IT  manages  compo¬ 
nents  of  the  content  delivery,  contributing 
to  revenue  growth  of  41  percent  in  2003. 
Lisa  Tuttle,  Acting  Senior  VP  of  Technology 
Jonathan  Klein,  Founder  and  CEO 
FY03  revenue:  $523  million 
Employees:  1,800 


iJET  Travel  Risk  Management 

Annapolis,  Md. 
www.ijet.com 

Added  long-term,  security  risk  manage¬ 
ment  business  line  at  the  end  of  Iraq  war 
to  supplement  business  intelligence 
focus  and  quickly  acquired  a  dozen  new, 
multibillion-dollar  clients. 

Greg  Meyer,  CTO 

Bruce  Mclndoe,  Chairman  and  CEO 
FY03  revenue:  $1.3  million 
Employees:  60 

Korn/Ferry  International 

Los  Angeles 
www.kornferry.com 

Three  major  technology-enabled 
business  offerings  were  created  using 
IT  enterprise  architecture  and  reusable 
software  components  as  IT  headcount 
was  reduced  from  100  to  30. 

Dan  Demeter,  CIO 
Paul  Reilly,  CEO 
FY03  revenue:  $338.5  million 
Employees:  1,471 

Little  Diversified  Architectural 
Consulting 

Charlotte,  N.C. 
www.littleonline.com 

IT  staff  works  directly  for  clients  during 
building  design  and  construction  to  plan 
their  network  and  cabling  infrastructure. 
Chris  France,  CIO 
Philip  A.  Kuttner,  CEO 
FY03  revenue:  $40  million 
Employees:  245 

Manpower 

Milwaukee 

www.manpower.com 
Internet  ordering  capability  for  staffing 
services  championed  by  IT  generated 
$3  million  in  new  revenue.  Pricing  wizard 
built  in  one  month  with  Web  services. 
Peter  Stockhausen,  CIO  for  North  America 
Jeffrey  A.  Joerres,  Chairman  and  CEO 
FY03  revenue:  $12.2  billion 
Employees:  25,000  (full-time) 

Worldspan 

Atlanta 

www.woridspan.com 

Enterprise  gateway  cluster  serving  all 
travel  clients  increased  software  distri¬ 
bution  and  cut  costs.  Portfolio  manage¬ 
ment  integrated  with  strategic  planning 
and  budgeting  process. 

Sue  Powers,  CIO  and  Senior  VP, 
Worldwide  Product  Solutions 


Rakesh  Gangwal,  Chairman, 
President  and  CEO 
FY03  revenue:  $896.9  million 
Employees:  2,530 


COMMUNICATIONS 


Intelsat 

Pembroke,  Bermuda 
www.intelsat.com 

In  transformation  from  flat-rate  and 
treaty-based  satellite  communications  to 
for-profit,  market-driven  telecommuni¬ 
cations  services,  business  intelligence 
initiative  identified  $150  million  in 
saleable  network  capacity  and  improved 
free  cash  flow  by  15  percent. 

Joseph  Kraus,  Senior  VP  and  CIO 
ConnyL.Kullman.CEO 
FY03  revenue:  $952.8  million 
Employees:  900 

SBC  Communications 

San  Antonio 
www.sbc.com 

Portfolio  management  utilized  to  shift 
more  than  $60  million  in  project  budgets 
to  higher  priorities.  Application  Rapid 
Deployment  process  for  316  types  of  low- 
risk,  repeatable  IT  solutions  increased  IT 
staffer  productivity  by  49  percent. 

John  Stankey,  CIO  and  Senior  Executive  VP 
Edward  E.  Whitacre  Jr.,  Chairman  and  CEO 
FY03  revenue:  $40.8  billion 
Employees:  175,400 

Verizon  Wireless 

Bedminster.N.J. 

www.verizonwiretess.com 

Web  services  platform  speeds  product  to 
market.  Reverse  bidding  system  for  con¬ 
sultants  reduced  costs  by  30  percent  and 
decreased  the  time  it  took  to  fill  open 
positions. 

Roger  Gurnani,  CIO 
Denny  Strigl,  CEO 
FY03  revenue:  $22.5  billion 
Employees:  43,000 


COMPUTER 

MANUFACTURING 


Dell 

Round  Rock,  Texas 
www.dell.com 

Customized  application  interfaces  with  the 
data  warehouse  to  provide  a  user-friendly 
front  end  that  allows  all  Dell  employees  to 
query  the  warehouse  with  complex  ques¬ 


tions.  A  four-tier  architecture  mixes  stan¬ 
dard  and  open-source  software  to  reduce 
technology  lifecycle  costs. 

Randy  Mott,  Senior  VP  and  CIO 
Michaels.  Dell,  Chairman 
.  FY03  revenue:  $41.4  billion 
Employees:  46,000 

Hewlett-Packard  Corp. 

Palo  Alto,  Calif. 
www.hp.com 

Global  operations  and  IT  combined  to 
integrate  supply  chain  and  e-business 
with  IT.  Business-to-employee  portal 
standardized  HR  function  worldwide, 
saved  $50  million  with  a  six-month  ROI 
and  provided  a  platform  for  internal 
financial  data  reporting. 

Gilles  Bouchard,  Executive  VP  of 
Operations  and  CIO 
Carly  S.  Fiorina,  CEO  and  Chairman 
FY03  revenue:  $73.1  billion 
Employees:  142,000 

palmOne 

Milpitas,  Calif. 
www.palmone.com 
On  the  first  day  of  the  merger  between 
Palm  and  Handspring,  this  new  company 
operated  as  a  single  entity  with  merged 
ERP,  finance,  supply  and  HR  systems  and 
combined  communications  systems. 
Marina  Levinson,  VP  and  CIO 
Todd  Bradley,  President  and  CEO 
FY03  revenue:  $871.9  million 
Employees:  740 


EDUCATION 


Fairfax  County  Public  Schools 

Fairfax,  Va. 
www.fcps.edu 

Student-teacher  collaboration  portal  is 
used  by  90,000  students,  including 
hospitalized  students.  Moved  from 
spaghetti  architecture  to  a  service- 
oriented  architecture  through  a  brokered 
integration  platform  and  Web  services. 
Maribeth  Luftglass,  CIO 
Dr.  Brad  Draeger,  Interim  Superintendent 
of  Schools 

FY03  revenue:  $1.7  billion 
Employees:  24,523 

Golden  Gate  University 

San  Francisco 
www.ggu.edu 

Enabled  turnaround  effort  with  a  project 
portfolio  and  governance  structure  for 
48  academic  and  operations  projects. 
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Reduced  routine  use  of  consultants  by 
upgrading  IT  staff  skills  through  a  career 
development  program. 

Anthony  Hill,  CTO 
Phillip  Friedman,  President 
FY03  revenue:  $55  million 
Employees:  1,500 

Harvard  Business  School 

Boston 

www.hbs.edu 

Drew  on  existing  resources  to  build  new 
Web-based  application  for  faculty 
research  and  course  planning  that 
launched  in  three  weeks. 

Judy  Stahl,  CIO 
Kim  Clark,  Dean  of  the  Faculty 
FY03  revenue:  $294  million 
Employees:  1,273 

Tufts  University 

Medford,  Mass. 
www.tufts.edu 

Open-source  digital  repository  aggregates 
content  from  library  systems,  enabling 
rapid  development  of  educational  and 
research  applications  and  garnering 
$2  million  in  support.  GIS  initiatives 
enhance  teachingand  research. 

Bruce  Metz,  VP  for  IT 
Lawrence  Bacow,  President 
FY03  revenue:  $519.9  million 
Employees:  3,887 

University  of  Pennsylvania 

Philadelphia 

www.upenn.edu 

Web-based  “purchase  to  pay”  ordering 
system  marries  purchasing  responsibility, 
authority  and  automatic  budget  check  for 
1,800  faculty  and  staff.  PennKey  gives 
secure  access  for  40,000  to  190  online 
services. 

Robin  Beck,  VP 

Amy  Gutmann,  University  President 
FY03  revenue:  $3.6  billion 
Employees:  12,000 

Ventura  Unified  School  District 

Ventura,  Calif. 
www.ventura.kl2.ca.us 
Gigabit  Ethernet  connections  in  all 
classrooms  used  for  class  work  and 
student  information.  VoIP  telephones 
allow  teachers  to  move  classrooms 
easily  but  retain  phone  numbers. 
Theodore  Malos,  Director  of  Technology 
Dr.  Trudy  Arriaga,  Superintendent 
FY03  revenue:  $150  million 
Employees:  1,800 


ENTERTAINMENT/ 

TRAVEL/MEDIA 


CKE  Restaurants 

Carpinteria,  Calif. 
www.ckr.com 

Built  POS  system  in-house,  saving  more 
than  $1  million  in  vendor  costs.  Operating 
at  the  continuously  improving  CMM  level, 
the  IS  department  reduced  annual  oper¬ 
ating  costs  by  38  percent,  earning  citation 
from  the  CEO  as  having  transformed  from 
"worst  of  company”  to  “first  in  company." 
Jeff  Chasney,  Executive  VP  and  CIO 
Andrew  Puzder.CEO 
FY03  revenue:  $1.4  billion 
Employees:  29,000 

Harrah's  Entertainment 

Las  Vegas 
www.harrahs.com 

Fast  response  to  fires  that  knocked  out 
telecommunications  in  much  of  southern 
California  brought  a  casino  online  two 
days  before  normal  utilities  were  avail¬ 
able,  avoiding  $10  million  in  lost  revenue. 
Tim  Stanley,  Senior  VPand  CIO 
Gary  Loveman,  President  and  CEO 
FY03  revenue:  $4.3  billion 
Employees:  43,000 

Marriott  International 

Washington,  D.C. 
www.marriott.com 
Upgraded  reservation  system  guaran¬ 
tees  the  best  available  room  rate  regard¬ 
less  of  booking  channel.  Corporate  CRM 
system  integrated  with  each  hotel’s 
property  management  system,  ensuring 
personalized  service. 

Carl  Wilson,  Executive  VP  and  CIO 
J.W.  Marriott  Jr.,  Chairman  of  the  Board 
and  CEO 

FY03  revenue:  $9  billion 
Employees:  128,000 

The  National  Broadcasting  Co. 

New  York  City 
www.nbc.com 

“TV  station  in  a  box”  server  concept 
enables  fast  setup  of  remote  news 
bureaus.  Bravo  acquisition  migrated  to  a 
new  integrated  platform,  leading  to  a 
doubling  in  net  revenue.  SWAT  team 
developed  election  results  system  in  less 
than  six  months. 

David  Overbeeke,  Executive  VP  and  CIO 
Bob  Wright,  Vice  Chairman  and  Executive 
Officer,  GE;  Chairman  and  CEO,  NBC 
FY03  revenue:  $6.7  billion 
Employees:  6,000 


The  New  York  Times  Co. 

New  York  City 
www.nytco.com 

Flexible  supply  chain  enables  printing 
and  distribution  of  various  newspapers  in 
markets  across  the  country.  Regionaliza¬ 
tion  of  online  ads  supports  market  share 
in  local  communities. 

Michael  G.  Williams,  CIO 
Russell  T.  Lewis,  CEO 
FY03  revenue:  $3.2  billion 
Employees:  12,400 

Ruby  Tuesday 

Maryville,  Tenn. 

www.  rubytuesday.  com 

Alert  system  grows  help  desk  from 

12  staffers  to  100  seats.  IT  org  chart  lists 

90  percent  of  staffers  as  analysts, 

allowing  frequent  shifts  in  responsibility. 

Nick  Ibrahim,  Senior  VPand  CTO 

Sandy  Beall,  Chairman  of  the 

Board  and  CEO 

FY03  revenue:  $914  million 

Employees:  38,000 

Warner  Music  Group 

New  York  City 
www.wmg.com 

Music  digitization  process  utilized  to 
provide  legal  music  downloads  and 
launch  ringtones,  500,000  of  which 
are  downloaded  per  month,  helping  to 
double  company’s  market  share. 

Tsvi  Gal,  CIO 

Edgar  Bronfman,  Jr.,  Chairman  and  CEO 
FY03  revenue:  NA 
Employees:  4,500 


FINANCIAL  SERVICES 


Chicago  Board  of  Trade 

Chicago 

www.cbot.com 

Seamlessly  transitioned  to  a  new 
electronic  trading  platform,  leading  to 
high  trading  volumes  and  paving  the  way 
for  new  financial  instruments. 

William  Farrow,  Executive  VP  and  CIO 
Bernard  Dan,  President  and  CEO 
FY03  revenue:  $381.3  million 
Employees:  703 

CompuCredit 

Atlanta 

www.compucredit.com 
New  portfolio  of  credit  card  accounts 
serviced  in  60  days— half  the  time  of 
previous  portfolios.  XML-based  Business 
Information  Gateway  accelerated 


collections  efforts. 

Guido  Sacchi,  CIO  and  Executive  Director 

of  Shared  Services 

David  Hanna,  CEO 

FY03  revenue:  $453.8  million 

Employees:  2,200 

GMAC  Commercial  Holding 
Corp. 

Horsham,  Pa. 
www.gmaccm.com 

Excess  capacity  in  IT  infrastructure 
enables  fast  additions  of  new  customers, 
portfolios  and  service  lines.  Integrated 
document  management  system  spun  off 
to  recoup  investment. 

Niraj  Patel,  Executive  VP  and  CIO 
Robert  Feller,  CEO 
FY03  revenue:  NA 
Employees:  3,300 

H&R  Block 

Kansas  City,  Mo. 
www.hrblock.com 

Project  managers  staff  a  resource  pool  as 
internal  consultants.  New  offices  in  552 
Wal-Marts  set  up  within  a  17-day  deadline. 
Jeff  Yabuki,  Executive  VP 
Mark  Ernst,  Chairman,  President  and  CEO 
FY03  revenue:  $3.8  billion 
Employees:  11,200  (full-time) 

ProCard 

Golden,  Colo. 
www.procard.com 

Skunk  works  used  to  develop  new  Web- 
based  flagship  product  in  five  months. 
Web  services  credit  card  processing 
technology  developed  in  less  than  six 
months. 

Ian  Hill,  CIO 

Bruce  Baude,  President  and  CEO 
FY03  revenue:  $23.4  million 
Employees:  145 


GOVERNMENT 


City  of  Baltimore 

Baltimore 

www.baltimorecity.gov 

Enterprise  CRM  system  enables  “one  call 
to  City  Hall”  initiative  for  service  requests. 
Real-time  performance  measurement 
system  tracks  success  on  dashboards.  All 
IT  staff  completed  40-hour-plus  Project 
Management  Institute  course. 

Elliot  Schlanger,  CIO 
Martin  O'Malley,  Mayor 
FY03  revenue:  $2.2  billion 
Employees:  15,385 
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City  of  Chandler 

Chandler,  Ariz. 
www.chandleraz.gov 

Project  management  office  implemented 
22  new  technologies  within  18  months, 
increasing  user  satisfaction  by  75  per¬ 
cent.  Online  vendor  registration  for  city 
services  achieved  full  participation. 
Marilyn  Delmont.CIO 
W.  Mark  Pentz,  City  Manager 
FY03  revenue:  $607.4  million 
Employees:  1,512 

Defense  Logistics  Agency 

Fort  Belvoir,  Va. 
www.dla.mil 

In  Iraq  war:  RFID  tags  in  materiel,  on¬ 
scene  IT  support,  pack-up  kits  and  a 
Web-based  version  of  standard  distribu¬ 
tion  system  reduced  duplicate  orders  by 
more  than  80  percent  compared  to  the 
first  Gulf  War. 

Mae  De  Vincentis,  Director  of  Information 

Operations  and  CIO 

Vice  Adm.  Keith  W.  Lippert,  Director  of 

Supply  Corps,  U.S.  Navy 

FY03  revenue:  $25  billion 

Employees:  21,500 

Greater  Toronto  Airports  Authority 

Toronto 

www.gtaa.com 

Common-use  IT  infrastructure  owned 
by  airport  links  all  airlines  and  gates, 
replacing  private  networks,  enabling 
quick  shifts  and  optimizing  traffic  flow. 
Traffic  management  system  a  common 
rule  base  for  assigning  airport  resources. 
James  Burke,  VP  of  IT  and 
Telecommunications 
LouisA.Turpen.CEO 
FY03  revenue:  $472.7  million 
Employees:  896 

Naval  Facilities  Engineering 
Command 

Washington,  D.C. 
www.navfac.navy.mil 

Composite  application  strategy  for 
enterprise— pursued  in  lieu  of  enterprise 
ERP  or  custom  solution-developed  in  10 
months.  Same  application  engine  reused 
to  streamline  contract  management. 
Capt.  Daniel  P.  King,  CIO 
Rear  Adm.  Michael  K.  Loose,  Chief  of  Civil 
Engineers 

FY03  revenue:  $8  billion 
Employees:  14,000 


Oakland  County,  Michigan 

Pontiac,  Mich. 
www.co.oakland.mi.us 
After  major  budget  cut,  technology 
infrastructure  enabled  balanced  budget, 
no  layoffs  and  AAA  bond  rating.  Crime 
information  network  shared  by  more 
than  150  agencies. 

Phil  Bertolini,  Director  of  IT 
L.  Brooks  Patterson,  County  Executive 
FY03  revenue:  $590  million 
Employees:  4,424 

UNICEF  (United  Nations 
Children’s  Fund) 

New  York  City 
www.unicef.org 

Fly-away  VSAT  satellite  stations  deployed 
in  less  than  three  hours  to  deliver  voice, 
fax,  data,  e-mail  and  videoconferencing 
in  remote  locations,  saving  lives  in 
disaster  areas. 

Andre  Spatz,  CIO 
Carol  Bellamy,  Executive  Director 
FY03  revenue:  $1.7  billion 
Employees:  7,000 

U.S.  Government 
Accountability  Office 

Washington,  D.C. 
www.gao.gov 

Strategic  business  model  helps  execute 

more  than  1,000  executive  branch 

activity  reviews,  accounting  for 

$35.4  billion  in  taxpayer  benefits. 

Anthony  Cicco  Jr.,  CIO  and  Deputy  Chief 

Administrative  Officer 

David  M.  Walker,  Comptroller  General  of 

the  United  States 

FY03  revenue:  $457  million 

Employees:  3,370 


HEALTH  CARE/ 
HEALTH  INSURANCE 


American  Society  of 
Health-System  Pharmacists 

Bethesda.Md. 

www.ashp.org 

Online  placement  service  created  in  less 
than  nine  months  to  protect  market 
niche.  Continuing  education  services 
moved  online  in  less  than  one  year. 

John  C.  Spencer  Jr.,  VP  and  CIO 
Henri  R.  Manasse  Jr.,  Executive  VP  and  CEO 
FY03  revenue:  $36.5  million 
Employees:  220 


Anthem 

Indianapolis 

www.anthem.com 

Health-care  network  built  an  entire  serv¬ 
ice  model  for  72,000-customer  account 
in  less  than  90  days.  IT  centers  of  excel¬ 
lence  for  key  technologies,  including 
e-business,  contact  centers  and  docu¬ 
ment  management  solutions. 

Jane  E.  Niederberger,  Senior  VP  and  CIO 
Larry  C.  Glasscock,  Chairman,  President 
and  CEO 

FY03  revenue:  $16.8  billion 
Employees:  20,000 

Blue  Cross  &  Blue  Shield 
of  Rhode  Island 

Providence,  R.l. 
www.bcbsri.com 
Website  focus  increased  traffic  by 
246  percent  in  one  year  while  reducing 
application  support  budget.  Emergency 
medical  record  system  allows  hospital 
emergency  room  personnel  to  view 
patient  medical  and  claim  data. 

David  O.  Zink,  Senior  VP  of  Administration 
and  CIO 

James  E.  Purcell,  Acting  President  and 
CEO 

FY03  revenue:  $1.9  billion 
Employees:  1,037 

Clarian  Health  Partners 

Indianapolis 

www.clarian.org 

Physician  order-entry  system  and  intelli¬ 
gent  alerting  system  notifies  doctors 
when  they  deviate  from  industry-defined 
best  practices.  Centralized  data  reposi¬ 
tory  and  automated  algorithms  devel¬ 
oped  to  respond  to  new  donor  transplant 
law.  Department  of  Business  Innovations 
serves  as  internal  consultants. 

Tal  Moise,  VP  of  Business  Innovations  and 
co-CIO 

Marvin  Pember,  CFO 
FY03  revenue:  $2.1  billion 
Employees:  11,088 

Group  Health  Cooperative 

Seattle 
www.ghc.org 

Workflow  redesign  allows  care  providers 
to  see  20  percent  more  patients  daily. 
Member  website  updated  to  include 
patient  information  and  secure 
messaging  with  doctors. 

Janice  Newell,  CIO 
Cheryl  Scott,  President  and  CEO 
FY03  revenue:  $1.9  billion 
Employees:  9,532 
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HealthMarket 

Norwalk,  Conn. 
www.healthmarket.com 

Evolutionary  process  known  as  “creeping 
elegance”  employed  for  systems  devel¬ 
opment.  Standards-based,  component- 
driven  architecture  enabled  migration  to 
open  systems. 

Ed  Zecchini,  Executive  VP  and  CTO 
Stephen  F.  Wiggins,  Founder,  Chairman 
and  CEO 

FY03  revenue:  $90  million 
Employees:  133 

Hygeia  Corp. 

Miami  Lakes,  Fla. 
www.hygeia.net 

Connectivity  toolkit  enabled  online 
claims  to  grow  from  zero  to  40  percent  in 
one  year.  Client  portal  allows  customers 
to  work  with  their  data  directly. 

Rod  Hamilton,  CIO 
Virgil  Bretz,  CEO 
FY03  revenue:  NA 
Employees:  75 

Lifespan 

Providence,  R.l. 
www.lifespan.org 

Computerized  Physician  Order  Entry 
initiative  enabled  by  wireless  network. 
New  contract  management  application 
created  $17  million  improvement  in 
payments. 

Carole  Cotter,  Senior  VP  and  CIO 
George  Vecchione,  President  and  CEO 
FY03  revenue:  $1.1  billion 
Employees:  10,231 


INSURANCE 


Allstate  Insurance  Co. 

Northbrook,  III. 
www.allstate.com 

More  than  110,000  customized  agent 
websites  launched  based  on  a  single 
architecture.  Auto  Express  program 
enables  handling  of  fender-benders  with 
no  injuries  or  liability  issues. 

Catherine  S.  Brune,  Senior  VP  and  CTO 
Edward  M.  Liddy,  Chairman,  President 
and  CEO 

FY03  revenue:  $32  billion 
Employees:  40,000 

American  International  Group 

New  York  City 
www.aig.com 

Scalable  systems  and  an  open,  flexible 
architecture  based  on  the  J2EE  frame- 


88  CIO  AUGUST  15,  2004  •  www.cio.com 


u.  m\ 


. 


Picked  A 


CIO  magazine  is  again  the  proud  recipient 
of  the  prestigious  2004  Grand  Neal 
Award— two  years  in  a  row!— the  top  edito¬ 
rial  honor  granted  to  one  publication  from 
nearly  1,300  entries  across  all  categories 
and  circulation  sizes.  CIO  also  won  Neal 
Awards  for  “Best  Single  Issue”  and 
“Best  Article.” 


The  Neal  Award  judges  aren’t  the  only  ones 
who  prefer  CIO  magazine.  CIOs  choose  CIO 
as  the  one  publication  they  rely  on  most  for 
strategies  and  best  practices  for  managing 
information  technology.* 


NOW  THAT’S  WHAT  WE  CALL  AN  AWARD! 


Often  hailed  for  its  preeminence 
as  the  “Pulitzer  Prize  of  the  business 
press,"  the  Neal  Award  is  the 
business  publishing  industry's 
annual  salute  to  individual  editors 
for  outstanding  editorial  excellence. 


The  Resource 
for  Information 
Executives 


*  SOURCE:  CIO  READER  PROFILE  STUDY. 
MRI.  SEPTEMBER  2003 


THE  HONOREES 


Griffith  Laboratories 


work  create  an  integration-ready  enter¬ 
prise,  absorbing  10  insurance  acquisi¬ 
tions  since  2001. 

MarkS.  Popolano,  CIO 
Maurice  R.  Greenberg,  Chairman  and  CEO 
FY03  revenue:  $81.3  billion 
Employees:  86,000 

Antares  Management  Solutions 

Westlake,  Ohio 
www.antaressolutions.com 
Imaging  technology  optimizes  health 
claims  processes,  including  provider 
credentialing,  claims  data  entry  and  claims 
correspondence.  Insurance  broker  website 
brings  together  formerly  diverse  services. 
Ken  Sidon,  President 
Edward  J.Hartzell,  CEO 
FY03  revenue:  $70  million 
Employees:  700 

CNA  Financial 

Chicago 

www.cna.com 

New  claims  management  dashboard 
gives  business  managers  real-time 
claims  information.  Data  model  consoli¬ 
dates  business  units’  information.  Fixed 
IT  costs  lowered  from  70  percent  to 
50  percent  in  one  year. 

John  Golden,  Executive  VP  and  CIO 
Stephen  W.  Lilienthal,  Chairman  and  CEO 
FY03  revenue:  $12  billion 
Employees:  12,000 

CUNA  Mutual  Group 

Madison,  Wis. 
www.  cunamutual.  com 
Products  for  credit  union  clients  moved 
online,  including  a  new  database  devel¬ 
oped  to  protect  against  hiring  risky  staff 
that  lowered  the  processing  rate  from 
three  days  to  seconds. 

Rick  R.  Roy,  CIO 

Michael  B.  Kitchen,  President  and  CEO 
FY03  revenue:  $2.4  billion 
Employees:  6,000 

GMAC  Insurance 
Management  Corp. 

Earth  City,  Mo. 
www.gmacinsurance.com 
Planning  and  Process  Management 
Organization  developed  a  project  and 
portfolio  management  infrastructure  to 
converge  multiple  policy  management 
systems  into  a  single  system. 

Jerry  Filler,  CIO 

Gary  Y.  Kusumi,  President  and  CEO 
FY03  revenue:  $1.3  billion 
Employees:  3,000 


The  Guardian  Life  Insurance  Co. 
of  America 

New  York  City 
www.glic.com 

Offshore  outsourcing  model  cut  IT  costs 
by  10  percent  while  maintaining  at  least 
50  percent  in-house  employees,  thereby 
avoiding  loss  of  knowledge  capital. 
Component-based  architecture  allows 
quick  product  launches. 

Dennis  Callahan,  Executive  VP  and  CIO 
Dennis  J.  Manning,  President  and  CEO 
FY03  revenue:  $7.7  billion 
Employees:  5,000 

Lincoln  National  Corp. 

Philadelphia 

www.lfg.com 

Service-oriented  architecture  and  Web 
services  used  to  syndicate  company 
content  into  client  websites  on  demand 
and  in  real-time,  tailored  to  client  specifi¬ 
cations. 

Jason  Glazier,  Senior  VP,  Chief 
Technology  and  E-Commerce  Officer 
Jon  A.  Boscia,  Chairman  and  CEO 
FY03  revenue:  $5.3  billion 
Employees:  7,854 

Pinnacol  Assurance 

Denver 

www.pinnacol.com 
Integrated  application  architecture, 
sharing  a  single  corporate  database, 
runs  all  core  business  areas.  All  software 
development  handled  in-house,  enabling 
quick  system  changes  in  response  to  new 
regulations  and  business  needs. 

Robert  Norris,  CIO 
Gary  Pon,  CEO 
FY03  revenue:  $487  million 
Employees:  530 


LEGAL  SERVICES 


Foley  &Lardner 

Milwaukee 

www.foley.com 

Popular  client-specific  extranet  devel¬ 
oped  by  three  IT  staffers  with  object- 
oriented  architecture.  Most  requests  for 
client-specific  extranets  implemented 
in  two  to  48  hours. 

Douglas  D.Caddell,  CIO 
Ralf-Reinhard  Boer,  CEO 
FY03  revenue:  $489.5  million 
Employees:  2,500 


Kirkpatrick  &  Lockhart 

Pittsburgh 

www.kl.com 

Client  extranets  can  be  set  up  within  one 
hour.  Standard  technology  infrastructure 
enabled  the  creation  of  a  fully  functioning 
replacement  law  office  within  days. 
Steven  W.  Agnoli,  CIO 
Peter  J.  Kalis,  Chairman  of  the  Manage¬ 
ment  Committee 
FY03  revenue:  $320  million 
Employees:  1,650 


MANUFACTURING/ 
PROCESS  INDUSTRIES 


Alcoa 

Pittsburgh 

www.alcoa.com 

Alcoa  Business  System,  based  on  the 
Toyota  Production  System,  focuses  on 
efficiency  and  continuous  improvement 
to  ensure  lean  business  practices. 

Rudi  P.  Huber,  VP  of  Global  Business 
Services  and  CIO 

Alain  J.  P.  Belda,  Chairman  and  CEO 
FY03  revenue:  $21.5  billion 
Employees:  120,000 

The  Dow  Chemical  Co. 

Midland,  Mich. 
www.dow.com 

Five  hundred  interactive  conference 
rooms  reduced  travel  costs  by  $143  mil¬ 
lion  in  one  year.  Structured  methodology 
and  best  practices  applied  to  more  than 
40  acquisitions  and  joint  ventures  world¬ 
wide  since  2000. 

David  E.  Kepler,  Corporate  VP  of  Shared 
Services  and  CIO 

William  S.  Stavropoulos,  Chairman  of  the 
Board  and  CEO 
FY03  revenue:  $33  billion 
Employees:  46,000 

Flextronics  International 

Singapore 

www.flextronics.com 

Custom  electronics  manufacturer 
quickly  shifts  design,  manufacturing  and 
supply  chain  logistics  of  customers’ 
products  to  different  sites  around  the 
world  based  on  changing  demand  and 
cost  considerations. 

Mike  Webb,  CIO 
Michael  Marks,  CEO 
FY03  revenue:  $13.4  billion 
Employees:  80,000 


Alsip,  III. 

www.griffithlabs.com 

This  food  manfacturer  quickly  imple¬ 
mented  a  CRM  system  to  improve 
retention  of  new  customers.  Decision 
tool  developed  to  capture  variables  for 
lowering  costs  saved  $2  million. 

John  McCarville,  VP  of  IT-Worldwide 
Herve  de  la  Vauvre,  President  and  CEO 
Worldwide 
FY03  revenue:  NA 
Employees:  2,833 

Kennametal 

Latrobe,  Pa. 
www.kennametal.com 

Large  European  acquisition  fully 
integrated  in  five  months.  E-commerce 
website  launched  in  100  days.  Flexible, 
scalable,  open  systems  architecture 
replaced  proprietary  mainframe 
environment. 

Ralph  G.  Niederst,  VP  and  CIO 
Markos  I.  Tambakeras,  President, 
Chairman  and  CEO 
FY03  revenue:  $1.8  million 
Employees:  13,590 

O.C.  Tanner  Co. 

Salt  Lake  City 
www.octanner.com 

Agile  software  development  methodology 
used  to  implement  more  than  1,000  busi¬ 
ness  systems  enhancements  in  one  year. 
IT  enhancements  to  manufacturing, 
supply  chain  and  customer-facing 
processes  reduced  customer  calls  by  half. 
David  Berg,  Senior  VP  and  CIO 
Kent  Murdock,  President  and  CEO 
FY03  revenue:  $300  million 
Employees:  1,880 

Plug  Power 

Latham,  N.Y. 

www.plugpower.com 

Scalable,  open  systems  enable  custom 

functionality.  More  than  130  system 

modifications  deployed  by  three  IT 

staffers  last  year.  Project  performance 

data  posted  on  intranet. 

Darryl  J.  Enfield,  Director  of  IS 
Roger  B.Saillant,  CEO 
FY03  revenue:  $12.5  million 
Employees:  325 
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Save  over  30%  with  our  blade  bundle  featuring  two  HP  ProLiant  BL20p  Blade  Servers,  powered  by  Intel®  Xeon™  processors,  and  get  the 
power  to  make  network  management  simple  and  affordable.  You'll  save  on  deployment  time  too,  thanks  to  this  ready-to-go  package. 
Sure,  modular  design  leaves  room  to  expand  later,  but  HP  Blade  Servers  can  also  make  a  big  impact  on  your  total  cost  of  ownership  in 
the  meantime.  Our  management  software  boosts  productivity  and  cuts  reconfiguration  efforts  from  days  to  minutes.  And  because  your 
time  is  money,  the  BL20p  features  fully  redundant  technologies  to  reduce  costly  downtime.  While  our  #1  ranking  in  lntel®-based,  server- 
customer  satisfaction  is  one  reason  we  recently  became  the  first  to  sell  over  100,000  blade  servers,  there's  more  than  one  reason.  You 
also  get  the  advice  and  support  of  HP  and  our  local  partners— well  before  and  long  after  you  buy.  Even  when  you  buy  at  more  than  30%  off. 


— 

Save  33% 

Get  the  HP  ProLiant  BL20p  bundle, 
and  you'll  save  big  compared  to 
the  cost  of  buying  the  two  servers 
and  accessories  separately. 


HP  ProLiant  BL20p 
BLADE  SERVER  BUNDLE 

d*Q  Lease  for  as  low  as 

Z  $375  a  month' 

•  (2)  BL20p  Blade  Servers 

Each  Blade  Server  includes: 

•  (2)  Intel®  Xeon™  processors  3.06GHz-512k 

-  (3)  10/100/1000  NICs  +  (1)  10/100  iLO  NIC 

-  1GB  DDR  memory2 

•  p-Class  blade  enclosure 

•  p-Class  single  phase  power  enclosure 
with  2  power  supplies 

•  Mini  bus  bar  kit 

•  (8)  Rapid  Deployment  Pack  licenses 


I 


invent 


mmmm 


Download  information  about  HP  Blade  servers. 

Read  a  white  paper  highlighting  total  cost  of  ownership  and  the 
Factiva  and  iSource  case  studies  demonstrating  ROI. 


CALL 

1-877-726-8113 

CLICK 

hp.com/go/blades3 

VISIT 

your  local  HP  reseller 

Offer  available  when  bought  direct  from  HP  or  from  participating  authorized  resellers.  Prices  shown  are  HP  direct  prices;  reseller  and  retailer  prices  may  vary.  Prices  shown  are  subject  to  change  and  do  not  include  applicable  state  and  local  sales  taxes  or  shipping  to  recipient’s 
destination.  HP  is  not  liable  for  editorial,  pictorial  or  typographical  errors  in  this  advertisement.  Photography  may  not  accurately  represent  exact  configurations  priced.  Offers  cannot  be  combined  with  any  other  offer  or  discount  and  are  good  while  supplies  last  Limited  order  quantities. 
Promotions  void  where  prohibited  or  restricted  by  law.  'Implicit  lease  rate,  assuming  lessee  does  not  exercise  a  fair-market-value  purchase  option  at  the  end  of  the  lease  term  and  timely  returns  the  leased  equipment  to  Hewlett-Packard  financial  Services  Corporation  (HPFSQ  at  the 
end  of  the  lease  term  and  disregarding  any  charges  payable  by  lessee  other  than  rent  payments  (such  as  taxes,  fees  and  shipping  charges).  Lease  products  available  through  HPFSC  to  qualified  commercial  customers  in  the  U.S.  and  subject  to  credit  approval  and  execution  of  standard 
Hpfsc  documentation.  Other  restrictions  may  apply.  HPFSC  reserves  the  right  to  change  or  cancel  this  program  at  any  time  without  notice.  For  more  information,  call  1  -888-277-5942.  for  hard  drives.  GB=billion  bytes.  Certain  warranty  restrictions  and  exclusions  may  apply.  For 
complete  warranty  details,  call  1-800-345-1518  (U.S.).  Intel,  Intel  Inside,  the  Intel  Inside  Logo  and  Intel  Xeon  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries.  ©2004  Hewlett-Packard  Development  Company.  L.P 
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THE  HONOREES 


PHARMACEUTICALS 


Infinity  Pharmaceuticals 

Cambridge,  Mass. 
www.ipi.com 

Web-based  drug  discovery  software 
platform  built  in  less  than  five  months 
enables  analysis  of  huge  data  sets. 
Andrew  Palmer,  CIO 
Steven  Holtzman,  President  and  CEO 
FY03  revenue:  NA 
Employees:  100 

Millennium  Pharmaceuticals 

Cambridge,  Mass. 
www.millennium.com 

Transformation  from  a  research-oriented 
genomics  company  to  a  fully  integrated 
biopharmaceutical  company  supported 
by  IT  staff,  contractors  and  outsourcers. 
MarkHernon.VP,  IT 
Mark  Levin,  CEO  and  Chairman 
FY03  revenue:  $433.7  million 
Employees:  1,700 


RETAIL/WHOLESALE 


7-Eleven 

Dallas 

www.7-eleven.com 

Business  intelligence  database  collects 
22  million  records  daily  from  across  the 
enterprise,  enabling  a  major  cultural  shift 
from  focusing  on  past  trends  to  fore¬ 
casting  future  business  opportunities. 
Keith  Morrow,  VP  of  IS  and  CIO 
James  W.  Keyes,  President  and  CEO 
FY03  revenue:  $10.9  billion 
Employees:  30,140 

Chico’s  Retail  Services 

Fort  Myers,  Fla. 
www.chicos.com 

While  supporting  139  new  retail  stores,  IT 
replaced  or  upgraded  entire  infrastruc¬ 
ture  and  mission-critical  applications  in 
18  months,  including  communications, 
global  sourcing,  merchandise  planning, 
pattern-making,  distribution  and  logis¬ 
tics,  financial  systems  and  e-commerce. 
Ajit  Patel,  CIO 

Scott  Edmonds,  President  and  CEO 
FY03  revenue:  $768  million 
Employees:  5,500 

Lands’  End 

Dodgeville,  Wis. 
www.landsend.com 

IT  supported  fast,  radical  shift  in  busi¬ 
ness  model  after  acquisition  by  Sears. 


Business  intelligence  software  utilized  to 
counter  sales  lost  due  to  inadequate 
inventory. 

Frank  Giannantonio,  Senior  VP  and  CIO 
Mindy  Meads,  President  and  CEO 
FY03  revenue:  NA 
Employees:  10,000 

Staples 

Framingham,  Mass. 
www.staples.com 

Single  gateway  to  third-party  vendors 
allows  business  managers  to  set  up  new 
vendor  links  quickly  without  IS  involve¬ 
ment.  Fraud  detection  engine  reduced 
chargebacks  by  more  than  100  percent. 
Scott  Floeck,  CIO 

Ronald  Sargent,  President  and  CEO 
FY03  revenue:  $13.2  billion 
Employees:  60,000 

Toshiba  America  Business 
Solutions 

Irvine,  Calif. 

www.copiers.toshiba.com 

Content  management  at  this  decentral¬ 
ized  organization,  with  90  percent  of  staff 
in  the  field,  saves  $750,000  annually  in 
marketing  distribution  costs.  E-learning 
and  training  accelerates  integration, 
facilitating  10  acquisitions  in  15  months. 
Dan  Langham,  Senior  VP,  CIO  and  CFO 
Dennis  Eversole,  CEO  and  President 
FY03  revenue:  NA 
Employees:  2,500 

W.W.  Grainger 

Lake  Forest,  III. 
www.grainger.com 

Custom  inventory  availability  tool  utilized 
by  sales  staff  20,000  times  in  a  one- 
month  trial,  netting  $182,000  in  add-on 
sales.  End-to-end  supply  chain  improve¬ 
ment  cut  cycle  time  by  30  percent. 
Timothy  Ferrarell,  Senior  VPof  Enterprise 
Systems 

Richard  Keyser,  Chairman  and  CEO 
FY03  revenue:  $4.7  billion 
Employees:  15,000 


TECHNOLOGY 

SERVICES 


GSI  Commerce 

King  of  Prussia,  Pa. 
www.gsicommerce.com 

Standard  software  base  gives  e-com- 
merce  customers  a  menu  approach  to 
services  and  enables  extremely  fast 
rollout  of  e-commerce  capabilities. 


Joseph  N.  Seibert,  Senior  VP  and  CIO 
Michael  G.  Rubin,  Chairman  and  CEO 
FY03  revenue:  $241.9  million 
Employees:  1,034 

High  Performance  Technologies 

Reston.Va. 

www.hpti.com 

Group  of  IT  experts  is  ready  for  rapid 
deployment  on  projects  such  as  building 
the  infrastructure  for  managing  evidence 
from  the  caves  of  Afghanistan. 

Marty  Shoup,  Group  Lead,  Senior 

Technical  Directors 

Timothy  P.  Keenan,  President  and 

Managing  Partner 

FY03  revenue:  $34.9  million 

Employees:  200 

SecureWorks 

Atlanta 

www.secureworks.com 

Open-source  software  utilized  to 
develop,  test  and  launch  new  service  in 
60  days— 120  days  early.  In-house  CRM 
programmer  worked  closely  with  CRM 
installation  team  to  implement  tracking 
module  in  two  months. 

Wayne  Haber,  CIO 
Michael  Cote,  President  and  CEO 
FY03  revenue:  $15  million 
Employees:  78 

Via  Training 

Portland,  Ore. 
www.viatraining.com 

Open-source  software  for  internal  IT 
infrastructure  and  certain  applications 
kept  costs  low  during  ramp-up  period. 
Flash  components  and  reusable  code 
lower  cost  and  enable  multilingual 
delivery  of  training  material. 

Paul  Irvine,  VP  of  Engineering 
Robert  Aughenbaugh,  President 
FY03  revenue:  $12.2  million 
Employees:  110 


TRANSPORTATION/ 

DISTRIBUTION 


ABF  Freight  System 

Fort  Smith,  Ark. 
www.abf.com 

Rapid  deployment  of  online  applications 
for  customers  and  B2B  partners,  includ¬ 
ing  shipment  tracking,  rate  quotations, 
reports,  dynamic  routing  of  in-transit 
shipments,  a  wireless  tracking  solution 
and  XML  connectivity. 

Michael  Newcity,  Manager  of 


E-Commerce  Systems 
Robert  Davidson,  President  and  CEO 
FY03  revenue:  $1.4  billion 
Employees:  13,000 

Con-Way  Transportation 
Services 

Ann  Arbor,  Mich. 
www.con-way.com 

Business  software  components  reused  to 
launch  a  new  business  unit,  supported  by 
XML-based  status  alerts  that  led  to  an 
on-time  rate  of  more  than  98  percent  and 
a  guaranteed  delivery  service. 

Jackie  Barretta,  VP  of  Information 
Services 

Gerald  L.  Detter,  President  and  CEO 
FY03  revenue:  $2.2  billion 
Employees:  18,000 

DHL  Express 

Plantation,  Fla. 
www.dhl-usa.com 

Time-to-market  for  new  products, 
project  delivery  success  rates  and  ROI  of 
change  initiatives  all  improved  by  proj¬ 
ect,  program  and  portfolio  management. 
Steve  Bandrowczak,  Senior  VP  and  CIO  of 
Americas  Information  Services 
John  Fellows,  CEO 
FY03  revenue:  $27.8  billion 
Employees:  40,000  (U.S.) 

FedEx  Corp. 

Memphis,  Tenn. 
www.fedex.com 

Popular  Temporary  Assignment  Program 
cut  down  learning  curve  by  using  current 
employees  rather  than  contractors.  New 
shipment  information  application  coor¬ 
dinated  customer  calls.  New  portfolio 
review  board  moved  150  IT  employees  to 
higher-priority  projects. 

Robert  B.  Carter,  Executive  VP  and  CIO 
Frederick  W.  Smith,  Chairman,  President 
and  CEO 

FY03  revenue:  $25  billion 
Employees:  200,000 

Schneider  National 

Green  Bay,  Wis. 
www.schneider.com 

Code  reused  from  a  customer-developed, 
load-sharing  website  to  build  a  new  IT 
tool.  Project  management  office  imple¬ 
mented  IT  infrastructure  solution  based 
on  software  development  process. 

Steven  J.  Matheys,  CIO 
Christopher  Lofgren,  President  and  CEO 
FY03  revenue:  $2.9  billion 
Employees:  21,000 
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Now  you  can't  say  you  haven't  heard  of  us 


Now 


that  you've  heard  of  us,  here  are  six  good  reasons  why  you  should  care: 


•  Equant  is  the  proven  industry  leader  in  global  business  communication  solutions  for  multinational 
companies. 

•  Supporting  you  with  people  and  expertise  in  1 65  countries,  wherever  you  do  business. 

•  A  single,  seamless  network  in  220  countries  and  territories. 

•  Saving  you  time  and  money,  improving  end-user  and  customer  satisfaction,  delivering  solutions 
tailored  to  your  business  processes. 

•  Offering  you  a  complete  range  of  global  communication  solutions,  addressing  your  urgent  issues: 
Compliance,  Security,  Applications  Performance,  Vendor  Management,  IP  Telephony. 

•  Enabling  your  global  communications  to  run  smoothly  so  you  can  focus  on  your  company's  core 
business. 


To  discover  how  Equant's  solutions  can  enhance  your  business  visit  our  website  now: 
www.equant.com/usa  or  meet  us  at  the  CIO  100  Symposium,  August  22  -  24,  and  learn  how 
Microsoft  uses  Equant  for  global  solutions  involving  its  mission  critical  revenue-generating  networks. 


When  you  want  to  transform 

your  global  communications,  we'll  be  with  you. 


.Cequant 


From  Inception  to  Implementation-ITThat  Matters 


When  the  regulators 
came  knocking, 
Pinnacol  Assurance 
had  to  move  quickly 
to  save  millions 
in  revenue 


Agile  Insurance 

BY  THOMAS  WAILGUM 


AGILE  INFRASTRUCTURE  |  Like  setting  off  a  bomb  in  the  middle  of  the  policy  and 
claim  management  and  accounting  systems:  That’s  how  CIO  Robert  Norris  remembers  what 
happened  when  the  Colorado  Division  of  Insurance  regulators  came  knocking  earlier  this 
year.  “You  can’t  do  this,”  they  told  him  and  his  company,  Pinnacol  Assurance.  “It  just  isn’t  fair 
to  everyone.” 

The  problem  was  SelectRisk,  a  new  product  worth  nearly  $9  million  in  business  that  Pinna¬ 
col  was  already  selling  to  more  than  100  customers.  It  was  a  complex  insurance  program  that 
would  give  back  some  of  the  premiums  paid  by  a  group  of  customers  if  their  losses  were  low.  Pin¬ 
nacol,  however,  had  designed  SelectRisk  specifically  for  a  particular  set  of  customers  whose 
losses  were  usually  small  and  who  took  safety  seriously.  And  that  was  the  issue:  The  regulators 
felt  that  the  exclusivity  violated  state  insurance  regulations.  Unfortunately  for  Pinnacol,  the  IT 
applications  supporting  SelectRisk  were  also  complex.  Changing  them  would  require  heavy 
modifications  from  Norris’s  team. 

Rather  than  fight  the  regulators,  Pinnacol  set  out  to  create  a  new  product  that  would  satisfy 
the  state’s  requirement  to  make  the  product  available  to  every  customer — while  not  losing  any 
existing  customers  in  the  process.  How  it  did  that — and  how  quickly  IT  responded  to  new  busi- 
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ILLUSTRATIONS  BY  PETER  BENNETT 


EMC2 

where  information  lives 


Fr:  compliance  as  a  test  of  IT  infrastructure 


To:  compliance  as  a  routine  part  of  your  day 


EMC  HELPS  YOU  MEET  NEW  COMPLIANCE  DEMANDS.  The  cause,  compliance  regulations.  The  effect, 
a  stress  upon  IT  resources.  Now,  if  regulators  request  your  data  in  24  hours,  you  can  deliver,  no  questions  asked. 
With  information  lifecycle  management,  you  can  easily  retrieve  archived  e-mail,  and  manage  vast  amounts  of  data. 
And  since  EMC  has  the  broadest  family  of  information-management  platforms,  software,  services,  and  solutions, 
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ness  demands — is  only  one  of  several  reasons 
why  Pinnacol  is  a  member  of  this  year’s  CIO 
100  agile  honorees. 

Old  Roots 

Pinnacol  Assurance  is  not  your  typical  insur¬ 
ance  company.  Founded  in  1915  as  the  State 
Compensation  Insurance  Fund,  its  mission 
was  to  ensure  that  workers’  compensation 
insurance  was  available  to  all  employers  in 
Colorado.  Over  time,  unfortunately,  the 
stigma  of  being  “the  insurer  of  last  resort” 
befell  the  organization.  It  was  an  organiza¬ 
tion,  the  perception  went,  that  could  never 
fail  or  go  out  of  business;  legally,  employers 
would  always  have  to  compensate  their 
workers  injured  on  the  job.  Seventy-two  years 
and  a  $500  million  deficit  later,  with  customer 
service  levels  plunging,  the  company  needed 
a  serious  restoration. 


of  departmental  silos  in  favor  of  multidis¬ 
ciplinary  teams,  Pinnacol  was  primed  to  oper¬ 
ate  more  like  a  lean  business  and  less  like  a 
bloated  government  agency.  The  first  job  on 
the  to-do  list  for  Pon,  Norris  and  the  other  sen¬ 
ior  executives  was  to  erase  the  remaining 
deficit  and  create  a  surplus. 

IT  would  play  a  starring  role  in  this  trans¬ 
formation.  Pinnacol ’s  long  struggle  to  integrate 
a  new  enterprise  client  and  server  system —  its 
experience  with  expensive  IT  consultants 
functioning  in  various  departments  with  min¬ 
imal  oversight  and  poor  IT  alignment  with  the 
business — had  created  a  mess.  “I  was  brought 
in  to  clean  up  that  mess,”  says  Norris,  who 
came  aboard  in  1997. 

The  featured  player  in  the  IT  department 
was — and  continues  to  be — an  insurance 
software  package  called  WCIS.  It  was  pur¬ 
chased  in  1 996  from  Price  Waterhouse  (now 


Pinnacol’s  CEO  inherited  “a  company 
challenged  by  inadequate  premium 
rates,  out-of-control  expenses, 
underwriting  deficiencies  and 
redundancies  in  their  systems 
and  procedures.” 


With  a  name  change  to  the  State  Compen¬ 
sation  Insurance  Authority  in  1 987,  the  organ¬ 
ization  transitioned  from  state  agency  to  a 
quasi-public  authority,  meaning  it  was  no 
longer  under  the  direct  control  of  the  Colorado 
General  Assembly.  Gary  Pon,  Pinnacol’s  CEO, 
took  the  reins  in  1986.  Fie  inherited  “a  com¬ 
pany  challenged  by  inadequate  premium  rates, 
out-of-control  expenses,  underwriting  defi¬ 
ciencies  and  redundancies  in  their  systems  and 
procedures,”  says  Bill  Shenton,  a  managing 
director  with  Conning  &  Co.,  an  asset  man¬ 
agement  company  with  a  focus  on  insurance 
company  investments,  who  has  been  follow¬ 
ing  Pinnacol  for  more  than  a  decade. 

In  1999,  the  company’s  name  changed 
again,  this  time  to  Pinnacol  Assurance.  The 
corporate  culture  shifted  too.  Thanks  to  a 
management  restructuring  and  the  removal 


PricewaterhouseCoopers),  though  today  it 
bears  little  resemblance  to  its  original  form. 
Norris  and  his  developers  have  essentially 
rewritten  WCIS  so  that  it  meets  Pinnacol’s 
claims  management,  policy  pricing  and  policy 
administration  needs.  They’ve  also  added 
more  than  20  new  modules  for  medical 
billing  adjudication,  investigative  and  safety 
consultation  management  and  more. 

Making  those  kinds  of  customizations  to 
prebuilt  software  may  not  sound  like  agility 
in  action.  But  Norris  is  proud  that  the  system’s 
simplicity  and  flexibility  lets  his  staff  of  50  stay 
nimble.  All  core  business  systems  run  on  the 
integrated  application  architecture  and  share 
a  single  corporate  database.  As  a  result,  “Pin¬ 
nacol  has  virtually  no  application  integration 
issues  that  would  create  drag  in  our  response 
to  business  demand,”  Norris  says. 


Keeping  Things 
Fresh 

Pinnacol  Assurance  CIO  Robert  Norris  likes 
standardization.  His  consistency  is  borne 
out  of  a  desire  to  keep  his  users  happy. 
Every  one  of  Pinnacol’s  530  employees,  for 
instance,  receives  a  fully  loaded  Gateway  PC 
running  Windows  2000.  All  of  those  PCs 
were  purchased  at  the  same  time,  during  a 
six  week  span,  two  years  ago.  "We  replaced 
every  PC  in  the  building,"  he  says.  "Everyone 
has  the  same  platform.  That  way  people  on 
the  help  desk  don't  need  to  ask,  'What  oper¬ 
ating  system  are  you  on?'" 

Norris  takes  the  same  approach  for  his 
data  center,  with  just  a  few  exceptions.  For 
mission-critical  applications  and  databases, 
he  has  standardized  on  Oracle  database 
engines,  Sun  Solaris  operating  systems  and 
Sun  Sparc  servers.  For  basic  network  appli¬ 
cations,  Pinnacol  uses  Novell  NetWare,  typi¬ 
cally  on  Dell  servers.  However,  Norris  says 
he  has  a  handful  of  Linux  and  Windows 
boxes  in  the  data  centers  that  handle  certain 
functions  where  he  couldn't  find  a  solution 
that  would  fit  his  standards.  For  example, 
on  Windows  2000  or  XP,  Pinnacol  runs  a 
fax  server,  a  document  management  system 
and  a  remote  access  server. 

As  far  as  standardization  goes,  Norris 
says,  "I  don't  know  why  other  companies 
don't  do  this.  If  you  look  at  older  environ¬ 
ments,  the  maintenance  costs  of  an  aging 
fleet  of  equipment  are  prohibitively  higher." 

Norris  concedes  that  precise  metrics  for 
his  hardware-updating  strategies  some¬ 
times  aren't  easy  to  come  by.  but  he  seems 
more  focused  on  the  greater  good  of  the 
user  community  and  how  it  relates  to  overall 
company  profitability  and  efficiency.  “I'm 
always  amazed  by  employees  from  other 
companies  who  are  trashing  their  IT  depart¬ 
ments,"  Norris  says.  "One  of  my  primary 
objectives  is  to  have  the  employees  of  this 
company  rave  about  the  IS  department." 

-T.W. 
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Thus,  Norris  was  able  to  stay  calm  when 
the  state  insurance  regulators  came  calling 
about  Pinnacol’s  SelectRisk  product.  “The 
mood  was  not  one  of  panic  so  much  as  signif¬ 
icant  concern  about  potentially  losing  this 
business,  coupled  with  a  heightened  sense  of 
urgency  given  that  we  needed  to  act  quickly  to 
satisfy  regulatory  concerns,”  Norris  remem¬ 
bers.  Pinnacol  decided  to  cut  SelectRisk.  But 
it  needed  to  create  a  replacement  quickly. 

A  task  force  was  formed  with  members 
from  IT,  underwriting,  accounting  and  inter¬ 
nal  audit.  Within  weeks,  a  new  product,  called 
Group  Large  Deductibles,  was  crafted  to 
address  both  the  needs  of  the  original  Select- 
Risk  customers  and  regulatory  concerns. 
First,  Pinnacol  moved  away  from  returning 
premiums  to  customers  based  on  loss  per¬ 
formance  and  instead  adopted  a  method 
wherein  customers  pay  a  certain  premium 


ings  took  place  to  unearth  a  new  approach. 
Phase  two  was  determining — from  both  a 
business  and  an  IT  standpoint — how  to  go 
about  doing  it.  “Internally,”  Norris  says, 
“we  knew  we  could  perform  the  operation.  ” 
And  lastly,  the  company  realized  that  it 
needed  the  solution  yesterday.  Without  such 
rapid  response,  he  says,  the  large  book  of 
business  (and  millions  of  dollars)  would  have 
been  lost.  “If  we  had  given  control  of  our 
applications  to  someone  else,  we  would  not 
have  been  able  to  respond.” 

The  results  have  been  tangible,  Norris 
says.  In  the  past  five  years,  premium  revenue 
has  risen  176  percent,  while  internal  oper¬ 
ating  expenses  increased  only  38  percent 
(from  $48.5  million  to  $67  million).  And 
that  financial  success  was  matched  by  dra¬ 
matically  increased  flexibility.  If  IT  had  been 
faced  with  the  SelectRisk  problem  seven 


Pinnacol’s  developers  are  grouped  into 
small  teams  that  collaborate  on  projects 
in  specific  business  areas,  such  as 
online  systems  or  claims  and  policy 
management.  Eventually,  they  become 
business  experts  in  those  areas. 


up  front  while  maintaining  trust  accounts  for 
premiums  that  they  might  have  to  pay  later, 
depending  on  their  losses.  Next  came  the 
supporting  IT  applications.  Group  Large 
Deductibles,  it  turned  out,  required  exten¬ 
sive  tweaks.  The  changes  to  WCIS  involved 
enhancing  the  billing  system  and  Pinnacol 
Online,  altering  how  Pinnacol  accounts  for 
deductibles,  developing  new  automated  forms, 
changing  the  quoting  system,  providing  trust 
accounting  capabilities  and  tweaking  WCIS’s 
interface  to  the  general  ledger. 

“With  this  new  program,  we  preserved 
the  original  group  of  customers,  plus  we 
gave  ourselves  another  tool  to  attract  new 
business,”  Norris  says.  The  changes  were 
designed  and  implemented  in  a  few  weeks. 
Phase  one,  Norris  says,  was  figuring  out  what 
they  were  going  to  do.  Hastily  called  meet- 


years  ago,  things  would  have  gone  in  a  very 
different  direction,  Norris  says.  It  would 
have  been  met  with  excuses,  not  agility.  Now, 
IT  is  responsive  to  today’s  competitive  reali¬ 
ties.  “We  have,  over  the  course  of  six  or  seven 
years,  developed  such  high  expectations  in 
our  customers,  and  those  expectations  have 
become  baseline,”  says  Norris.  “That  is  the 
Achilles’  heel  of  being  a  truly  agile  IS  depart¬ 
ment:  No  good  deed  goes  unpunished,” 
he  jokes. 

Working  Close  to  Home 

To  keep  things  speedy,  Norris  employs  a  sta¬ 
ble  of  15  software  developers.  They’re  not 
outside  contractors  on  his  speed-dial;  Nor¬ 
ris  keeps  them  even  closer  at  hand.  He 
claims  that  Pinnacol  has  no  dependency  on 
software  vendors  or  consultants;  everything 


Thanks  in  part  to 
agile  IT  systems, 

Pinnacol  reported 
in  late  2003  that 
it  was  close  to  its 

$250M 

surplus  target, 

seven  years  ahead 

of  schedule. 


is  handled  inside  by  his  team.  Those  devel¬ 
opers  are  grouped  into  small  teams  that  col¬ 
laborate  on  projects  in  specific  business 
areas,  such  as  online  systems  or  claims  and 
policy  management.  Eventually,  Norris 
says,  they  become  business  experts  in  those 
areas.  “I  don’t  understand  how  other  com¬ 
panies  compete  while  abdicating  their  con¬ 
trol  over  their  systems  to  someone  else,” 
Norris  says.  “The  more  that  companies  start 
to  run  like  one  another  [governed  by  the 
same  systems  capabilities],  the  less  the 
opportunity  for  them  to  differentiate  them¬ 
selves  competitively.” 

Norris,  however,  isn’t  blind  to  the  draw¬ 
backs  of  keeping  all  of  his  development  within 
Pinnacol’s  walls.  “Software  development  isn’t 
an  easy  process,  and  it  presents  management 
challenges,”  he  says.  Challenges  come  in  the 
form  of  increased  expenses  in  areas  that  he 
could  possibly  outsource  for  lower  costs.  In 
the  end,  however,  Norris  feels  that  if  the  sys¬ 
tem  is  “touched”  by  the  majority  of  Pinna¬ 
col’s  employees,  then  “there  are  opportunities 
to  add  value  to  make  the  software  customized 
to  the  way  they  work.  ” 

Pinnacol  also  stays  agile  with  a  nonbureau- 
cratic,  flat-as-a-board  hierarchy.  In  IT,  for 
example,  there’s  Norris  and  the  four  teams 
that  work  on  programming,  decision  sup¬ 
port,  infrastructure  and  desktop  support.  One 
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manager  oversees  each  group.  Each  group 
gets  a  tremendous  amount  of  leeway,  trust 
and  responsibility.  And  there’s  not  a  lot  of 
fat  among  the  ranks — even  though  these  50 
IT  staffers  support  530  Pinnacol  employees 
who,  in  turn,  support  57,000  customers 
who,  in  turn,  do  nearly  $500  million  in 
annual  business  with  Pinnacol.  “Everyone 
[in  IT]  is  either  one  or  two  steps  away  from 
me  and  the  CEO,”  Norris  says.  “It’s  not  an 
organizational  model  that  works  with  peo¬ 
ple  who  need  a  lot  of  supervision.  ” 

Likewise,  his  project  management  and 
software  development  methodologies  seek 
simplicity  and  speed.  Project  management 
is  partly  based  on  Project  Management 
Institute  standards.  The  other  part  is  built 
on  business  alignment,  high-level  executive 
sponsorship  and  project  chunking — break¬ 
ing  projects  into  manageable  pieces  as 
opposed  to  dealing  with  monolithic  ven¬ 
tures.  One  peculiar  thing  Pinnacol’s  proj¬ 
ect  management  does  account  for  is  scope 
creep.  “It  assumes  that  scope  could  change 
because  business  requirements  usually 
change;  so  it  prescribes  how  to  handle 
scope  creep  rather  than  try  to  prevent  it,” 
Norris  says.  Software  development  follows 
a  rapid  application  development  skeleton, 
mixed  with  some  elements  of  extreme 
programming.  Small  squads  of  software 
developers  work  together  on  the  projects. 
They  start  with  small  releases,  then  add 
functionality.  IT  enforces  coding  stan¬ 
dards,  programmers  have  direct  access  to 
users,  and  the  developers  go  home  on  time. 
“It’s  not  a  particularly  remarkable  strat¬ 
egy,”  Norris  says. 

Though  he  may  downplay  the  strategy, 
Norris  knows  that  his  IT  department’s  agile 
execution  is  tied  directly  to  Pinnacol’s  new¬ 
found  approach  to  its  business  and  cus¬ 
tomer  service.  “We  don’t  want  to  be  just 
good,  because  success  is  often  one’s  own 
worst  enemy,”  he  says.  “If  there’s  a  better 
way  of  doing  something,  the  IT  department 
will  know  how  to  make  it  better.  ”  And  now 
they’ll  do  it  much  faster. 


Staff  Writer  Thomas  Wailgum  can  be  reached  at 
twailgum@cio.com. 


Dialing  Up  Baby 


DIGITAL  PLAYPEN  |  Ask  a  teenager 
about  cool  cribs  and  he’ll  probably  start 
spouting  about  Ludacris’s,  Shaq’s  and 
Nelly’s  houses  on  the  music  television 
approach  to  home  shows,  MTV’s  Cribs.  Ask 
somebody  at  Accenture  Technology  Labs, 
however,  and  you’ll  get  a  different  answer. 

The  “online  playroom,”  recently 
demonstrated  by  the  labs,  allows  people  to 
remotely  monitor  and  interact  with  babies 
in  a  computerized  crib  with  enough  gadg¬ 
ets  to  make  even  Li  I  ’  Romeo  alii'  jealous. 
The  crib  includes  a  webcam,  electronically 
controlled  toys,  Internet-accessible 
sensors,  and  other  features  designed 
to  let  baby  Jenny  or  Jimmy  interact  with 
grandma  no  matter  how  far  over  the  river 
and  through  the  wood  she  lives.  Remote 
visitors  can  speak  to  and  take  pictures  of 
the  baby,  make  toys  move,  play  games  and 
music,  and  even  go  face-to-face  through  a 
built-in  video  screen.  To  keep  people  from 
bothering  the  baby  too  much,  parents  get 
complete  control  over  who  can  access  the 
crib  and  when. 

The  goal  of  the  technology  demo  was  to 


put  a  variety  of  Internet-enabled  technolo¬ 
gies  through  their  paces,  to  demonstrate 
how  such  tools  could  be  operated  using  an 
intuitive  user  interface  and  to  show  what 
kinds  of  applications  could  be  built  on  top 
of  the  emerging  "networked  home”  infra¬ 
structure.  “We're  trying  to  paint  the  emer¬ 
gence  of  intelligent  home  services,”  says 
Luke  Hughes,  research  director  of  Accen¬ 
ture  Technology  Labs.  "The  crib  is  one 
application,  but  you  can  imagine  educa¬ 
tional  services  coming  in  that  way.” 

Hughes  also  pointed  to  other  Accenture 
Labs  projects  such  as  a  digital  wardrobe 
that  can  dish  out  fashion  advice,  and  an 
online  medicine  cabinet  capable  of  moni¬ 
toring  a  user’s  health. 

Hughes  says  the  crib  is  only  the  leading 
edge  of  what  could  become  a  widespread 
trend  in  the  near  future,  with  the  Internet  as 
a  core  communications  medium  for  social 
networking  as  well  as  for  interacting  with 
the  physical  world.  "In  the  future,  you  won’t 
go  on  the  Internet  to  surf  virtual  worlds, 
you’ll  go  online  to  surf  reality.” 

-Christopher  Lindquist 
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The  Agile  100 — For  our  17th  annual  CIO  100  Awards,  we  selected  100 
organizations  in  which  highly  developed  IT  agility  enables  agility  across  the 
enterprise.  Why  agility?  In  this  uncertain  economic  environment,  enterprises 
must  be  ready  to  turn  on  a  dime,  either  to  scale  back  or  aggressively  seize 
the  moment.  By  Edward  Prewitt 

Defense  Logistics  Agency  Profile  |  48 

Inside  an  Agile  Transformation — The  agency  that  supplies  America’s 
military  consumables  was  once  legendary  for  its  intractability.  But  the 
Defense  Logistics  Agency  has  committed  more  than  $  1  billion  to  an  agility 
makeover  that  will  return  $  1.8  billion  in  savings. The  key  has  been  streamlin¬ 
ing  and  integrating  operations  to  modernize  IT.  By  Stephanie  Overby 

Agile  Solutions  |  56,64,72,82 

Globalization.  New  Opportunities.  Cost-Cutting.  Competition — 

These  were  the  drivers  that  prompted  many  CIO  100  honorees  to  become 
agile.  Eight  organizations— ranging  from  established  giants  such  as  Allstate 
Insurance  to  struggling  nonprofits  such  as  Golden  Gate  University — explain 
how  they  responded  to  the  challenge,  used  IT  to  create  organizational  agility 
and  captured  the  opportunity. 


architectures  and  practice  agile  programming.  They  also  have  ways  of 
keeping  their  budgets  and  vendor  contracts  fluid.  By  Meridith  Levinson 

Supply  Chains  |  66 

The  Supple  Supply  Chain — The  circulatory  system  of  many  companies 
is  their  supply  chain.  The  supply  systems  at  CIO  100  honorees  are  not  just 
efficient,  they’re  also  nimble  and  predictive,  able  to  anticipate  change  and 
help  companies  adjust  to  and  accommodate  it.  By  Tracy  Mayor 

Mergers  and  Acquisitions  |  75 

— Agility  is  crucial  to  making  the  difficult 
M&A  process  work  for  both  the  new  entity  and  its  shareholders.  CIO  100 
honorees  cut  staff  wisely,  emphasize  training,  and  follow  integration  plans 
and  standard  procedures  to  make  M&As  come  together  quickly  and  smartly. 
By  Kim  Girard 

The  2004  CIO  100  Honorees  |  84 

Facts  and  figures  on  the  Agile  100,  their  CEOs  and  IT  heads,  and  summaries 
of  their  winning  applications. 


IT  Management  |  58 

How  to  Build  an  Agile  IT  Department — Agile  IT  processes  beget 
business  agility.  Blue  Cross  &  Blue  Shield  of  Rhode  Island,  law  firm  Foley 
&  Lardner  and  others  routinely  cultivate  staff  flexibility,  design  scalable 


Q&A:  General  Motors  CTO  Tony  Scott  CIO.com 

A  New  Blueprint  for  the  Agile  Enterprise — GM  is  turning  to  enterprise 
architecture  to  transform  the  lumbering  giant  of  the  past  into  an  agile, 
quick-to-pounce  business  where  corporate  decision-making  is  informed  by 
timely  data,  not  hampered  by  system  complexity. 
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CUT  YOUR 
IT  BUDGETS 
NOW 


Sun  Java 


System 


Everything  you  need  to  run  your  business.  Email,  instant  messaging,  calendar,  application  server, 
portals,  network  identity,  clustering,  web  server,  security,  enterprise  messaging,  interoperability,  web 
service  delivery,  directory,  firewalls,  streaming  video,  grid  computing  and  more  -  all  for  a  single  price 
of  $  100/employee/year,1  with  an  unlimited  right  to  use.  All-inclusive,  no  hidden  costs.  Software,  service 
and  support  included.  Our  bet  is  that  you  will  never  spend  too  much  on  IT  again. 

Purchase  a  subscription  to  the  Java  Enterprise  Developer  Promotion  and  get  a  free  Sun  Fire"  V20z 
AMD  Opteron-based  server  today.2 
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THE  BLUEPRINT  IN  THE  BACKGROUND  DEMONSTRATES  THE  WORLD-CLASS 
SOFTWARE  INFRASTRUCTURE  AND  ARCHITECTURE  OF  THE  SUN  JAVA  ENTERPRISE 
SYSTEM.  TODAY,  50  COMPANIES  ARE  USING  THE  JAVA  ENTERPRISE  SYSTEM 
TO  DELIVER  NETWORK  SERVICES  TO  OVER  110,000  ENTERPRISE  EMPLOYEES  AND 
MILLIONS  OF  THEIR  CUSTOMERS  WHILE  SLASHING  IT  COSTS. 


FIND  OUT  HOW  MUCH  YOU  CAN  GET 
AND  HOW  MUCH  YOU  CAN  SAVE  AT: 

SUN.COM/JES 


1  PRICING  IS  U  S  LIST  PRICE.  ALL  PRICES  ARE  QUOTED  IN  U  S.  DOLLARS.  2.  OFFER  VALID  IN  THE  U.S.  AND  THROUGH  SUN  STORE  ONLY.  PROMOTION  VALID  THROUGH  SEPTEMBER  30,  2004.  FOR  A  LIMITED  TIME  ONLY, 
GET  THE  JAVA  ENTERPRISE  DEVELOPER  PROMOTION,  A  VALUE  OF  OVER  U.S.  $7000,  FOR  ONLY  U.S.  $1499  PER  YEAR  FOR  A  3-YEAR  SUBSCRIPTION.  SEE  WEBSITE  FOR  DETAILS. 

c  2004  SUN  MICROSYSTEMS  INC  ALL  RIGHTS  RESERVED.  SUN,  SUN  MICROSYSTEMS,  THE  SUN  LOGO,  JAVA,  THE  JAVA  LOGO.  SUN  FIRE  AND  THE  NETWORK  IS  THE  COMPUTER  ARE  TRADEMARKS  OR  REGISTERED 
TRADEMARKS  OF  SUN  MICROSYSTEMS,  INC.  IN  THE  UNITED  STATES  AND  OTHER  COUNTRIES. 


The  right  software  can  help  today's  CIO 
become  tomorrow's  corporate  leader. 

It's  amazing  what  the  right  software  can  do  in  the  right  hands.  Just  ask  the 
CIOs  taking  advantage  of  our  management  software  for  utility  computing. 
They've  transformed  previously  complex  disparate  infrastructures  into 
integrated  springboards  for  business  success.  And  they've  capitalized  on 
tomorrow's  trends  while  heading  off  today's  problems,  all  while  maximizing 
their  existing  resources.  To  learn  how  management  software  can  benefit 
your  business,  not  to  mention  your  career,  go  to  ca.com/management3. 
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